|

COMMISSIONER OF INTERNAL REVENUE

Reference
Do Not Remove

1 964 ANNUAL REPORT

Publication No. 55




MISSION OF THE SERVICE

The mission of the Service is to encourage and
achieve the highest possible degree of voluntary
compliance with the tax laws and regulations and
to maintain the highest degree of public confidence
in the integrity and efficiency of the Service. This
includes communicating the requirements of the
law to the public, determining the extent of com-
pliance and causes of noncompliance, and doing
all things needful to a proper enforcement of the
law.

Notes: All yearly data are on a fiscal year basis, unless otherwise specified.
For example, data headed “1964” pertain to the fiscal year ended June 30,
1964, and “July 1 inventory items under this heading reflect inventories as of
July 1, 1963.

In many tables and charts, figures have been rounded and may not add to
the totals which are based on unrounded figures.
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President Johnson add S y Dillon, C issi Caplin, and Service Officials
at the White House.
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CAME THE FIRST CHIEFEXECU v
VMISIT'THIS BUILDING, :

“ONTHAT OCCASION. HE SAID: }|'HOPE
Plaque outside the room in the Internal Revenue Serve YOU WILL IMPRESS UPON THE AGENTS
ice Building where dont Kennedy spoke. OF THE INTERNAL REVENUE SERVICE
i~ HOW MUCH WE ARE DEPENDENT UPON
THEM:ON THEIR COURTESY.ON THE!R-
EFFICIENCY. ON THEIR INTEGRITY oN

" THEIR FAIRNESS!

. IN HIS MEMORY,AND WITH THE RESOLVE -
TO FULFILL HIS EXPECTATIONS THIS
PLAQUE 1S RESPECTFULLY DEDICATED

MORTIMER M. CarLIN
MAY 1,1964

Present ot the plaque dedication ceremony were, left to right: Harold T. Swariz, Assistant € H Tech {; Donald W.
Bacon, Assi [« i [of li Donald C. Dawkins, E ive Assk Admini: i Edwin M. Perkins, Assistant
to Commissioner; Sheldon S. Cohcn, Chief Counse!l; Albert W, anhm, Assistant to Deputy Commissioner; Stonley M. Cowan,
Assistant to Deputy Commissioner; Robert L. Jack, Assi: [« Dﬂlu Pi il Williom H. Smith, Assistant Com-

o g and Edward F. Preston, Assi C i ,  Admini il Vemon D. Acree, Assistan?
C i . b B M. Harding, Deputy C i and Morti M. Coplin, G it




Summary and Transmittal

Honorable Doucras DiLLoN,
Secretary of the Treasury,
Washington, D.C.

WasHineToN, D.C. 20224
Qctober 23, 1964.

DeArR MR. SECRETARY:

Attached is the annual report of the Internal Revenue Service for fiscal year 1964. As you are well
aware, although I have the honor of submitting this report, the achievements recorded in it were ac-
complished under the able leadership of former Commissioner Mortimer M. Caplin. The magnitude of
some of these achievements is reflected by the following highlights of our operations. .

Gross Internal Revenue receipts rose to a record total of $112.3 billion. There was an increase in
revenue from all major sources with the exception of the tax on cigarettes. Refunds and returns filed
also reached record heights.

The continuing vigor of enforcement efforts and the effectiveness of the quality audit program are
evidenced by the $2.55 billion in additional taxes and penalties recommended. This is the greatest
amount ever recommended in one year even though fewer returns were examined than in 1963.

Good progress continues toward the conversion of Internal Revenue operations to an automertic data
processing system. New service centers were opened-in Austin, Texas and Cincinnati, Ohio. On
January 1, 1964, existing service centers at Kansas City, Missouri; Lawrence, Massachusetts; and Ogden,
Utah, began converting to the ADP Master File System preparatory to processing business tax returns
effective January 1, 1965. The Service Center at Chamblee, Georgia, is in its third year of processing
business returns, and in its second year of processing individual returns. The Philadelphia Service Center
is in its second year on business returns and will begin processing individual returns on January 1, 1965.
So in fiscal year 1965, all seven service centers will become a part of a single nationwide system. Partial
conversion to ADP is already enabling the Service to perform several of its massive document-processing
tasks much more effectively, thereby justifying our reliance on this remarkable new tool.

In line with the President’s interest in economy and frugality in Government, the Service continued
its vigorous efforts to reduce costs and achieve optimum utilization of resources. Total savings realized
from all efforts exceeded $15.8 million, the major portion of which resulted from improvements in the
management of operations which are expected to produce annually recurring benefits of approximately
$9.8 million.

I am confident that accomplishments in 1964 are indicative of what can and will be done in 1965.

BerTRAND M. HarbiNg,
Acting Commissioner of Internal Revenue.
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Commissioners of Internal Revenue

Office of Commissioner of Internal Revenue created by act of Congress, July 1, 1862.

Name
George S. Boutwell...............
Joseph J. Lewis...................
William Orton. . .................

John W. Douglass. ...............
Daniel D. Pratt..................
Green B. Raum..................
Walter Evans. . ..................
Joseph S, Milter. . ........... ... ..
JohnW. Mason..................[.
Joseph S. Miller..................|.
W. St. John Forman..............
Nathan B. Scott..................

John W. Yerkes. . .
John G. Capers. . .
Royal E. Cabell..................
William H. Osborn. . .............
Daniel C. Roper..................
William M. Williams..............
David H. Blair. . .................

David Burnet. . .. ..
Guy T. Helvering
Robert E. Hannegan..............
Joseph D. Nunan, Jr......... ..
George J. Schoeneman............
John B. Dunlap..................
T. Coleman Andrews............,
Russell C. Harrington. . ...... .. ...
Dana Latham....................

In addition, the following werc Acting Commissioners
during periods of time when there was no Commissioner
holding the officc:  John W. Douglass, of Pennsylvania,
from Nov. 1, 1870, to Jan. 2, 1871; Henry C. Rogers, of

Pennsylvania, from May 1 to May 10, 1883, a

1 to June 4, 1907; John J. Knox, of Minnesota, from May
11 to May 20, 1883; Robert Williams, Jr., of Ohio, from

Nov. 28 to Dec. 19, 1900; Millard F. West,

from Apr. 12 to May 26, 1921; H. F, Mires, of Washington,

State
Massachusetts. ................
Pennsylvania™. . ...............
New York....................
New Hampshire...............
Ohio..............cooiull

Pennsylvania.................
Indiana......................
Mlinois.......................
Kentucky....................
West Virginia.................

Ohio...................o ...
Kentucky....................
South Carolina............ ..
Virginda. ....................
North Carolina............. ..
South Carolina. ............. .

Ohio........................

Virginia. . ...................
Rhode Island. . ............. ..
California................. ...
Virginia.....................

nd from May

of Kentucky,

July

From
17,1862

Mar. 18, 1863

July
Nov.

1,1865
1, 1865

Mar. 11, 1869

Jan.
Aug.
May
Aug.
May

3,1871
9,1871
15, 1875
2,1876
21, 1883

Mar. 20, 1885

Mar. 21, 1889
Apr. 19,1893
Nov. 27,1896
Jan. 11,1898
Mar. 1,1899
Dec. 20, 1900
June 5,1907
Sept. 1,1909
Apr. 28,1913
Sept. 26,1917
Apr. 1,1920
May 27,1921
June 11,1929
Aug. 20, 1930
June 6,1933
Oct. 9,1943
Mar. 1,1944
July 11,1947
Aug. 1,1951
Feb. 4,1953
Dec. 5,1955
Nov. 5,1958
Feb. 7,1961

To
Mar. 4, 1863
June 30, 1865
Oct. 31, 1865
Mar. 10, 1869
Oct. 31,1870
Aug. 81871
May 14,1875
July 31,1876
Apr. 30,1883
Mar. 19, 1885
Mar. 20, 1889
Apr. 18,1893
Nov. 26, 1896
Dec. 31,1897
Feb. 28,1899
Nov. 27, 1900
Apr. ‘30, 1907
Aug. 31,1909
Apr. 27,1913
Sept. 25,1917
Mar. 31, 1920
Apr. 11,1921
May 31, 1929
Aug. 15,1930
May 15,1933
Oct. 8,1943
Jan. 22,1944
June 30, 1947
July 31,1951
Nov. 18,1952
QOct. 31,1955
Sept. 30, 1958
Jan. 20, 1961
July 10, 1964

from Aug. 16 to Aug. 19, 1930; Pressly R, Baldridge, of
Towa, from May 16 to June 5, 1933; Harold N. Graves, of
Hlinois, from Jan. 23 to Feb. 29, 1944; John S. Graham, of
North Carolina, from Nov. 19, 1952, to Jan. 19, 1953;
Justin F. Winkle, of New York, from Jan. 20 to Feb. 3,
1953; O. Gordon Delk, of Virginia, from Nov. 1 to Dec. 4,
1955, and from Oct. 1 to Nov. 4, 1958; Charles 1. Fox, of
Utah, from Jan. 21 to Feb. 6, 1961; and Bertrand M, Hard-
ing, of Texas, from July 11, 1964,

vit



Principal Officers of the Internal Revenue Service
As of June 30, 1964

NATIONAL OFFICERS

OFFICE OF THE COMMISSIONER

Commissioner. . . . . . . Mortimer M. Caplin
Deputy Commissioner . . . Bertrand M. Harding
Assistant to the Commissioner . Edwin M. Perkins
Assistant to the Commissioner . . Mitchell Rogovin
Assistant to the Deputy Commissioner . . . . .
Albert W. Brisbin

Director, Foreign Tax Assistance Staff . . . . .
L. Harold Moss

ADMINISTRATION

Agsistant Commissioner . . . . Edward F. Preston
Executive Assistant . . . . . Donald C. Dawkins
Director, Program Staff . . Julius H. Lauderdale

Division Directors:

Facilities Management . . R. Bruce McNair
Fiscal Management . . . Gray W. Hume, Jr.
Personnel . . . . . . . . Albert J. Schaffer
Public Information . . . Joseph S. Rosapepe
Training. . . . . . . George T. Reeves, Jr.
INSPECTION
Assistant Commissioner. . . Vernon D. Acree, Jr.
Executive Assistant . . . . . Fred G. Robinette
Division Directors: )
Internal Audit . . . . . . Francis I. Geibel
Internal Security . . . . . William A. Kolar
COMPLIANCE

Assistant Commissioner . . . . Donald W. Bacon
Executive Assistant . . . . . Singleton B. Wolfe

Division Directors:
Alcohol and Tobacco Tax .Dwight E. Avis
Appellate . . . . . . . . Arthur H. Klotz
Office of International Operations . . . . .
Clarence I. Fox, Jr.

Audit . . . .. .. Henry J. Donnelly, Jr.
Collection. . . . . . .. Harold E. Snyder
Intelligence . . . . . . . . H. Alan Long

PLANNING AND RESEARCH

Assistant Commissioner . . . . William H. Smith

Division Directors:

Plans and Policy . . . . . James R, Turner
Systems Development . . George J. Leibowitz
Research. . . . . . .. Richard W. Nelson

Statistics . . . . . . . . .. Vito Natrella

viti

TECHNICAL
Assistant Commissioner . . . . Harold T: Swartz
Executive Assistant . . . . . Charles G.Keebler

Principal Technical Advisor. . . Joseph'S. Zucker
Division Directors:

Tax Rulings . . . . . John W. S, Littleton
Special Technical Services . . Ned W. Arick
Technical Planning . . . . . Maurice Lewis
DATA PROCESSING
Asgistant Commissioner . . . . . Robert L. Jack
Executive Assistant. . . . . . . Garrett DeMots
Division Directors:
Operations. . . . . . . . Clinton L. Walsh
National Computer Center . John E.Stewart
Reports . . . . . . .. Harry K. Dellinger
Systerns . . . . . . . . Monroe H. O. Berg
OFFICE OF THE CHIEF COUNSEL

Chief Coungel . . . . . . . . Sheldon S. Cohen

Associate Chief Counsel (Litigation) . . . . .
.~ Rudy P. Hertzog

Chairman, Policy and Research Committee . .
Herman T. Reiling

Assistant to the Chief Counsel . Lester R. Uretz
Executive Assistant to the Chief Counsel . . .
Thomas McP. Davis

Executive Assistant to Associate Chief Counsel
(Litigation) . *. . . . . . . E. Riley Campbell
Technical Advisor to the Chief Counsel . . . .
Robert B. Jacoby

Technical Advisor to the Chief Counsel . . . .
Paul E. Treusch

Special Assistant to the Chief Counsel. . . . .
Lester Stein

‘Special Assistant to the Chief Counsel. . . . .
Arthur B. White

Special Assistant to the Chief Counsel. . . . .
Samuel R. McClurd

Technical Advisor to the Chief Counsel. . . .
William P. Crewe

Staff Assistant to the Chief Counsel. . . . . .
Ray E. Williamson

Division Directors:

Tax Court. . . . . . .. John T. Rogers
Refund Litigation. . . . . James F. Dring
Joint Committee . . W. Dean Mathis
Interpretative . . . . . Richard M. Hahn
Collection Litigation . . . . . . . . ..
J. Walter Feigenbaum
Enforcement. . . . . William F. McAleer
Alcohol and Tobacco Tax. . . . . . . .
Robert B. Ritter

Legislation and Regulations. . . . . . .
Charles R. Simpson

REGIONAL AND DISTRICT OFFICERS

SOUTHEAST REGION .

Regional Commissioner . . . William J. Bookholt

Assistant Regional Commissioners:
Administration . . . . . . Burton M. Graham
Alcohol and Tobacco Tax. . . . . . . . . .
F. Dale McClanahan

Appellate . . . . . . . .. Norman C. Bailey
Audit . . . . ... ... Harold B. Bindseil
Collection . . . . . . . . . William H. Loeb
Data Processing . . . . . Wayne S. Kegerreis
Intelligence . . . Allen T. Hollinrake
District Directors:
Atlanta,Ga . . . . . . . .. Aubrey C. Ross
Birmingham, Ala. . .Andrew J. O’'Donnel, Jr.
Columbia, S.C. . . . . . Harold M. McLeod
Greensboro, N.C. . . . . . . . John E. Wall
Jackson, Miss. . . . . . . . James G. Martin
Jacksonville, Fla . . .Laurie W. Tomlinson
Nashville, Tenn . . . . . . James A. O’'Hara
Regional Counset. . . . . Henry C. Stockell, Jr.
Regional Inspector. . . . . . Walter F. Connell

Director, Chamblee Service Center, Chamblee, Ga.
William H. Weaver

NORTHEAST REGION

Regional Commissioner, . . . . . Harold R. All
Assistant Regional Commissioners:
Administration . . . ., , . Maurice J. Taggart
-Alcoho] and Tobacco Tax. George P. Rowland
Appellate . . . . . . .. Stephen C. Volpone
Audit . . . . . ... Joseph M. Hooban
Collection. . . . . . ... Matthew J. Riedl
Data Processing. . . . . . J. Orville Tuescher
Intelligence .. . . . . . . . J. Robert Murphy
District Directors:
Augusta, Maine . . . . . Whitney L. Wheeler
Boston, Mass . . . . . . . . Alvin M. Kelley
Burlington, Vt. . . . . . . . Fulton D. Fields
Hartford, Conn . . . . . Joseph J. Conley, Jr.
Portsmouth, NH, . . . . . Charles W. Emlet
Providence, RI. . . . . . John A, O’Connell
Regional Counsel. . . . . . . Marvin E, Hagen

Regional Inspector . . . . Emanuel M. Schuster
Director, Lawrence Service Center, Lawrence,

Mass . . ... ... .. Thomas J. Gilfillan
MIDWEST REGION
Regional Commissioner. . . Homer O. Croasmun
Assistant Regional Commissioners:
Administration . . . . . . William F. Sullivan
Alcohol and Tobacco Tax . William A. Collawn
Appellate. . . . . .. .. Wallace T. Morris
Audit. . . . . .. ., John W. Baudendistel
Collection. . . . . . .. . Edwin P. Trainor
Intelligence . . . . . . .. William B. Mayes

District Directors:

Aberdeen, S. Dak . . . . . William C. Welsh
Chicago, Ill. . . . . . . Eugene C. Coyle, Jr.
Des Moines, Jowa. . . . . . Ernest W. Bacon
Fargo, N.Dak . . . . . . Byron J. Rockwood
Milwaukee, Wis. . . . . . . . Emil J. Nelson
Omaha, Nebr . . . . . . . Richard P. Vinal
St. Louis, Mo. . . . . . Edwin O. Bookwalter
St. Paul, Minn . . . . . . George O. Lethert
Springfield, Il . . . . . . . . Jay G. Philpott
Regional Counsel . . . . . . . Frank C. Conley

Regional Inspector . . . William A. Costello
Director, Kansas City Service Center, Kansas
City, Mo. . . . . . . . . .Arnold S. Dreyer

CENTRAL REGION

Regional Commissioner . . . . Ernest H.Vaughn
Asgistant Regional Commissioners:

Administration. . . . . . . F. Dean McCrory
Alcohol and Tobacco Tax. . Henry R. Peterson
Appellate . . . . . . .. G. Waldron ‘Snyder
Audit. . . . .. . . . .Michael A. DeGuire
Collection . . . . . . . .. William J. Grabo
Intelligence. . . . . . . ... ... Vacant
District Directors:
Cincinnati, Ohio . . . . . . Philipp L. Charles
Cleveland, Ohio . . . . . . Melvin J. Burton
Detroit, Michigan . Raphael I. Nixon
Indianapolis, Ind . . . . . . . James E. Daly
Louisville, Ky . . . . . . . Gilbert C. Hooks
Parkersburg, W. Va. . . . . Nathaniel Looker
Regional Counsel. . . . . . . Clarence E. Price

Regional Inspector . . . . Gordon M. Anderson
Director, Cincinnati Service Center, Cincinnati,.
Ohio. . . . .. . .. ... Everett L. Meek

SOUTHWEST REGION

Regional Commissioner . . . . . B. Frank White

Assistant Regional Commissioners:
Administration . . . . . . . . . .. Vacant
Alcohol and Tobacco Tax . Harold S. Caplinger
Appellate . . . . . . ... ".Tom F. Reese
Audit . . . .. L Lawrence M. Stewart
Collection . . . . . . . .. . Alfred N. Kay
Intelligence . . . . . . William E. Beloate, Jr.

District Directors:
Albuquerque, N. Mex. . .Clyde L. Bickerstafl

Austin, Tex . . . . . . . . Robert L. Phinney
Cheyenne, Wyo. . . . . . . Paul A. Schuster
Dallas, Tex. . . . . . . . Ellis Campbell, Jr.
Denver, Colo. . . . . . . .. V. Lee Phillips
Little Rock, Ark. . . . . . . Fred W. Johnson
New Orleans, La. . . . . . . Chester A. Usry
Oklahoma City, Okla . . . . Earl R. Wiseman
Wichita, Kans . . . . . . . Harry F. Scribner

ix




Principal Officers of Internal Revenue-——Continued

REGIONAL AND DISTRICT OFFICERS—Coantinued

Regional Counsel . . . . . . . J. Marvip Kelley
Regional Inspector. . . . . David O. Lowry, Jr.
Director, Austin Service Center, Austin, Tex . .

Ervin B. Osborn

NEW YORK REGION

Regional Commissioner . . . .Howard D.Taylor
Assistant Regional Commissioners:
Administration . . . . . . Arthur J. Collinson
Alcohol and Tobacco Tax . . . Edward J. Fox
Appellate . . . . . . . . Ellis L. Zacker
Audit . . . . . ... Alfred L. Whinston

Collection . . . Elmer H. Klinsman

Intelligence . . . . . . Francis J. Kennedy
District Directors:

Albany, N.Y . . . . .Edward J.Fitzgerald, Jr.

Brooklyn, N.Y . . . . . Thomas E. Scanlon

Buffalo, NY . . . . . . . . .John E. Foley

Manhattan. . . . . . . . Charles A. Church

. . William V. Crosswhite
..... Sidney M. Wolk

Regional Counsel . .
Regional Inspector .

MID-ATLANTIC REGION

Regional Commissioner . . . . Dean J. Barron

Assistant Regional Commissioners:

Administration . . . . .Robert D. McDowell
Alcohol and Tobacco Tax . . . Louis DeCarlo
Appellate . . . William E. Steynen

Audit . . . . ... ... Joscph M. Shotz

Collection . . . . . William F. Culliney

Data Processing . . . . .Edward J. Manning

Intelligence . . . . . . Daniel L. Tucker
District Directors:

Baltimore, Md . . . . . . . Irving Machiz

Newark, N.J . . . . . . Frank S. Turbett, Jr.

Philadelphia, Pa . . . . . Kenneth O. Hook
Pittsburgh, Pa . . . . . . . John H. Bingler
Richmond, Va . . . . . Ambrose M. Stoepler
Wilmington, Del . . . . Horace L; Brown
‘Regional Counsel . . . . . . . Cecil-H. Haas
Regional Inspector . . . . . . . Earl'L. Fuoss

Director, Philadelphia Service Center, Phila-
delphia, Pa . . . . . . . Anthony L. Carrea

WESTERN REGION
. Harold Hawkins

Assistant Regional Commissioners:

Regional Commissioner . .

Administration . . . . . . . Homer C. Gant
Aleohol and Tobacco Tax . . Isham Railey
Appellate . . . . Gardiner B. Willmarth
Audit . . . . Raymond F.Harless
Collection . . . . . Charles D. Moran
Data Processing . . . Frederick W. Bearman
Intelligence . . . . . . Herman F. Kuehl

District Directors:

Anchorage, Alaska . . .. Lewis J. Conrad
Boise, Idaho . . . . . . . Calvin E. Wright
Helena, Mont . . . . . . . . Frank J. Healy
Honolulu, Hawaii . . . . . Vaughn W. Evans
Los Angeles, Calif . . Robert A. Riddell
Phoenix, Ariz . George D. Patterson, Jr.
Fortland, Oreg . . . . . . Arthur G. Erickson
Reno, Nev. . . . . . . . . Dalmon Davis
Salt Lake City, Utah . . Roland V. Wise
San Francisco, Calif . . . . Joseph M. Cullen

Seattle, Wash . . . . . . . Neal S. Warren
Regional Counsel . . . Melvin L. Sears
Regional Inspector . . . . . . . Henry A. Feltz

Director, Ogden Service Center, Ogden, Utah .
Robert H. Terry
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Of Tax Law to Taxpayers

GENERAL

The function of the Internal Revenue Service is to
administer the Internal Revenue Code, our national
tax policy as determined by Congress. The Service
strives to administer the tax laws in a vigorous, yet
reasonable manner.

It is fitting that the Service pay tribute here to the
American taxpayer. His honesty, his patience, and his
faith in the integrity of thosc who constitute his Fed-
eral Government make possible the facts reported in
this volume. The American system of self-assessment
and voluntary payment is a testimony to the mutual
trust between the taxpaying citizen and his govern-
ment. The Internal Revenue Service constantly
strives to continue and further strengthen that trust.

At the heart of reasonable and effective administra-
tion is interpretation and communication of tax law to
taxpayers. To extend voluntary compliance, under the
self-assessment system, it is the duty of the Service to
accommodate administrative procedures to the con-
venience of taxpayers and to apprise them fully of their
rights and obligations. The several programs directed
toward accomplishment of these goals include: direct
personal taxpayer assistance in district and local of-
fices; publication of many tax guides covering separate
tax situations; dissemination of information to tax-
payers by a broad public information program through
various news media; and the preparation and distribu-
tion of regulations, rulings, tax forms, and instructions.

TAXPAYER PUBLICATIONS PROGRAM

The basic purpose of this program is to provide tax-
payers with a means for self-help. In so doing, the
Service issues approximately 60 publications in plain
everyday language for the information and guidance of
taxpayers on practically all aspects of Federal taxation.
In addition, detailed instructions are furnished with
most tax return forms.

Continuing the Service’s emphasis on voluntary com-
pliance through a more informed taxpaying public,
numerous improvements and cxpansions of the pro-
gram were accomplished during the year or scheduled
for the near future. For example, the 1964 edition of
Your Federal Income Tax contained brief explanations
of new provisions of the laws which are effective for the
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first time in the current tax year. A description and
list of publications appear on pages 58, 59, and 60.

PUBLIC INFORMATION PROGRAM

GeneraL—In its efforts to provide, through mass
information media, maximum information to the tax-
paying public, Internal Revenue Service’s public in-
formation program continued at an accelerated pace.

Information efforts commencing in 1963 and car-
ried forward into the first portion of 1964 contributed
to the achievement of substantial public understanding
of the new regulations on travel and entertainment ex-
penses.  Throughout the year continuing information
emphasis was placed on the expanding automatic data
processing system to help insure more complete and
accurate returns preparation which is needed for the
machine operation to work most effectively.

With the enactment of the Revenue Act of 1964 and
for the remainder of the fiscal year, special informa-
tion campaigns were conducted to advise employers
of new withholding rates; provide information on
preparation of 1964 estimated tax returns on the basis
of new tax rates and other provisions of the law; and
provide instructions to help taxpayers avoid under-
withholding.

The interest and cooperation of the press and other
mass media throughout the country helped insure a
continuing flow of important tax information to the
public.

ReLeases anp INquiries—The National Office is-
sued 125 general news releases and 120 technical in-
formation releases during the year. This was in addi-
tion to providing field offices with materials for local
adaptation which resulted in hundreds of field releases,
Numerous feature articles were also prepared for gen-
eral and specialized publications.

The National Office serviced over 32,000 requests
and inquiries during the year by telephone, corre-
spondence, and personal visits from mass media rep-
resentatives and other interested persons. Inquiries
and requests covered the full range of technical, proce-
dural, and policy matters, and concerned speeches,
Service publications, tax exempt organizations, offers
in compromise, actions concerning prominent or notor-
ious individuals, etc. Many cases involved arranging
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interviews of knowledgeable operating officials, con-
ducting research or drafting background materials for
use by the mass media in developing news stories and
features on tax matters.

Fiums, Rapio, anp TrLevisioN.—During the year 25
filmed spot announcements were used by 520 television
stations. Most of the announcements provided tax
hints and other helpful information applicable to the
income tax filing period, and their showing was con-
centrated from January to April.

Two new documentary films were issued. One en-
titled, “How Do I Do It?” running 28 minutes, shows
how an individual should proceed to fill out his income
tax return. A 15-minute film, entitled, “Moonshine
and Taxes” deals with the Service’s Alcoho! and To-
bacco Tax Division and includes sequences on illicit
liquor activity and on Federal firearms laws. One or
more of these and previously issued documentaries were
shown by 52 television stations and before 5,691 civic
and other groups. In addition, three 5-minute films
were prepared for continuous showing on closed cir-
cuit television at the New York World's Fair,

As in the past, radio stations throughout the coun-
try made liberal use of spot announcements prepared
by the National Office and by field offices. Similarly,
officials at all levels provided tax information to large
segments of the public by appearing on interview,
panel, telethon, and other public service programs over
radio and television facilities.

TEACHING TAXES PROGRAM

The objective of the Teaching Taxes Program is to
show students how to fill out Federal income tax re-
turns. The Program also introduces students to the
basic principles and rules underlying the Federal self-
assessment system of taxation, thereby acquainting
them with the taxpaying responsibilitics of citizens in
a democracy. Under the Program the Service distrib-
utes sets of instructional materials to schools throughout
the country. They are prepared primarily for the high
school student and are used as a supplement to mathe-
matics, civics, economics, business, and various other
courses.

The widespread success and growth of this Program
continues. Over 3.1 million students participated this
year and schools participating rose from 23,000 in 1963
to 24,500 in 1964,

TAXPAYER ASSISTANCE PROGRAM

The Taxpayer Assistance Program is a basic com-
ponent of the Service’s program for fostering voluntary
compliance. Taxpayers are assisted by specially selected
employees who have demonstrated their technical pro-

ficiency and their ability to deal effectively with the
public.

On July 1, 1963, the Service instituted a new and
broadened year-round Taxpayer Assistance Program.
Since this is the first year under the new system, the
data cannot be compared with information provided
in this report in prior years. However, as the statistics
below indicate, the demand for assistance is great.

Nationwide, almost 23 million taxpayers reccived
help with their tax returns or tax problems during
1964. Of these, more than 14.4 million received help
through telephone inquiries, the method stressed as the
type of assistance taxpayers should normally seck.
The other 8.6 million taxpayers visited Internal Reve-
nue Service offices during the year. Of these, 7.0 mil-
lion were furnished seif-help assistance in preparation
of their returns or answers to their specific tax inquiries.
The major portion of the tax return, schedule, or form
was completed by Service employees for the remaining
1.6 million taxpayers. The Service used less than
310,000 man-days in furnishing the various types of
assistance.

TAX RETURN FORMS PROGRAM

The past year was one of considerable activity in
the return forms area due to the numerous provisions
added to the Internal Revenue Code by the Revenue
Acts of 1962 and 1964. Public Law 87-792, Self-
Employed Individual Tax Retirement Act of 1962,
necessitated the preparation of the new Form 2950SE
and corresponding revisions of income tax returns to
reflect the self-employed retirement deduction. The
1962 Act set forth new rules under which gains on dis-
positions of certain depreciable property, called “Sec-
tion 1245 property,” are taxable as ordinary income to
the extent of depreciation and amortization deducted
after 1961. Schedule D of the income tax forms was
substantially revised to reflect this change.

Reduction of the tax rates under the 1964 Act re-
quired the preparation of new tax rate tables. Form
1040ES (supplement) containing a summary of rate
changes was issued along with various fiscal year return
forms for taxpayers with taxable years beginning in
1963 and ending in 1964.

Employer’s Tax Guide, Circular E, was revised to
reflect the new withholding rates which became cffec-
tive March 5, 1964, and was immediately distributed
to employers. Form 3435, Notice of Identifying
Number, was revised to eliminate reference -to Form
3227, Application for Account Number (Form §S-5,
Application for Social Security Account Number, used
in lieu of Form 3227 on and after May 1, 1964).

Form 940, Employer’s Annual Federal Unemploy-
ment Tax Return, was redesigned as a paper form
which eliminated the puncheard forms 940x, 940y,
940z, and the separate Schedule A,
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A significant step forward was made by the adoption
of a documentary stamp tax meter system under which
a person or firm using a substantial number of these
stamps may apply on new Form 2969 for permission to
use such a meter, and may prepare Form 2970 to be
presented with the remittance for stamps used when the
meter is brought to a designated internal revenue office.

Considerable time and effort was expended in re-
designing Form 1099, U.S. Information Return for
Calendar Year, to obtain a form most adaptable to au-
tomatic data processing with a view toward future use
of optical scanning as part of such processing. This
form is used to report income other than wage pay-
ments reported on Form W-2. Over 100 million
Forms 1099 are filed annually.

President Kennedy announced on July 18, 1963, a
series of coordinated actions to reinforce the Admin-
istration’s program to correct the United States balance
of payments deficit, including a request for an Interest
Equalization Tax, to be effective July 19, 1963, This
special temporary proposed excise tax would remain in
effect through 1965. A bill to provide for the tax,
H.R. 8000, was introduced in the Congress shortly
thereafter (Public Law 88-563 signed September 2,
1964). The tax necessitates eight new forms, four of
which have already been placed in use.

Form 706, US. Estate Tax Return, was revised to
reflect the inclusion of real property situated outside
of the United States in the gross estate in.accordance
with the provisions of the 1962 Act.

New Form 2848, General Power of Attorney, and
Form 2848-A, Limited Power of Attorney, were is-
sued as part of the project to simplify power of at-
torney requirements.

Form 1128, Application for Change in Accounting
Period, was redesigned to eliminate the necessity for
typing of approval or disapproval action letters, thus
reducing processing costs and expediting handling.

Application for Change of Accounting Method, Form
3115, was expanded to obtain all necessary information
and reduce the need for correspondence to complete ac-
tion on applications.

Detailed instructions relating to the computation of
net operating loss carrybacks were added to Form 1045,
Application for Tentative Carryback Adjustment, to as-
sist individuals in preparing correct applications.

Many forms other than those commented upon above
were revised or redesigned in order to reflect new leg-
islation, regulations, and employee suggestions.

New forms with filing instructions which were is-
sued during the year are listed on page 60.

REGULATIONS PROGRAM
GeneraL—Seventy-four final regulations, 2 Execu-
tive orders, and 33 notices of proposed rulemaking,
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relating to matters other than alcohol and tobacco taxes,
were published in the Federal Register. These regu-
lations were issued under provisions of the Internal
Revenue Code of 1954 as originally enacted, subsequent
public laws, or on the basis of an administrative de-
termination. b

Twelve public hearings on the provisions of the
proposed regulations, which were published this year,
were held in accordance with the provisions of the
Administrative Procedure Act. Approximately 800
taxpayers or their representatives participated.

The more-important regulations and Treasury De-
cisions are described on pages 60, 61, and 62.

TAX RULINGS AND DETERMINATION LETTERS

Tax Rurings—During the year, 41,846 requests
from taxpayers for rulings and requests from field
offices of the Service for technical advice were proc-
essed. These included 38,910 requests which had been
received from taxpayers or their representatives and
2,936 requests from field offices. At the close of the
year 6,315 requests for rulings and technical advice
were on hand.

In addition to the processing of rulings and techni-
cal -advice, 9,314 formal and informal technical con-
ferences were held with taxpayers and their repre-
sentatives.

An analysis of the rulings and technical advices proc-
essed, by subject matter, follows:

Requests for tax rulings and technical advice processed

; Tax- Field

Subject Total | payers’ | raguests
requasts|

Total 2,93
Incorme and excess mes faxes. 1,003
and salf. 51
Estate and gift taxes.. .. 144
Alcohol and tobacco taxe: 1,195
Other excise taxes. l;g

DETERMINATION LETTERS.—Many trust funds are es-
tablished to pay retirement benefits, to share profits, or
to pay stock bonuses to employees. If the trust meets
legal requirements, employers can deduct their contri-
butions to the trust and the income of the trust will be
tax-exempt. Based upon established rules and regula-
tions, district offices issued 12,798 determination letters
involving the tax-exempt status of such trusts.

Taxpayers may appeal adverse field determinations
relating to employee benefit plans, Of the 64 appeal
applications acted upon by the National Office, 21 deci-
sions resulted in favor of the taxpayer, 7 partially in
his favor, and 36 against the taxpayer.

District offices issued 7,399 determination letters to
organizations seeking to establish exemption from Fed-
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eral income taxes under provisions of the Internal Rev-
cnue Code which authorize a tax exempt status for
qualifying charitable, religious, education, and other
nonprofit organizations.

The following table shows the types of determina-
tions and benefit plans involved during 1964:

Determination letters issved on employee benefit plans gnd
exempt organizations

Employea benefit plans
Exempt
fem organi-
Profit-  (Pension or( Stock | zations
sharing | annuity | bonus
Initial qualifications:
Approved. ... 5,213 6,331 28 6,936
Employees
_under plan. 308,863 | 445,621 | 20,409
Disapprovei 97 122
Terminations. .. - 501 508
Closed withaut issuance of deter-
mination tetter... ... ___.. 396 440 1 1,436

Many of the tax bencfits of employee pension and
profit-sharing plans have been extended to qualified
plans established by and for self-employed persons.
From January 1 through June 30, 1964, individual plans
approved by district offices totaled 7,001,

Crosine  AGreeMENTs.—Closing agreement  cases
involving the tax status of prospective transactions are
considered by the Tax Rulings Division of the National
Office. Four cases were received during the year, 21
were closed and 4 are pending. :

Pusrication ofF Rurings, ProcEDURES, AND AN-
NOUNCEMENTS.~—As an important part of the continu-
ing effort to maintain a high level of voluntary com-
pliance and to assure uniform application of the tax
laws, 348 Revenue Rulings and 39 Revenue Procedures
were published in the weekly Internal Revenue Bulle-
tin, as follows:

743-87) O-65-2

Revenue rulings and procedures published

Type Number
Total 387
38
Alcohol and tobacco taxes. S4
taxes. 2
Estate and gift taxes. 4
xcise taxes 125
ncome tax 1682
It tax, z

The more significant Revenue Rulings and Proce-
dures are summarized on page 62.

In addition to announcements relating to proposed
regulations and those relating to actions on decisions
of the Tax Court of the United States, 141 announce-
ments of general interest were published. Nine charted
the status of tax bills reported out of Committec by the
88th Congress, 12 listed the names of organizations to
which contributions are no longer deductible under sec-
tion 170 of the Code, and 14 announced tax adminis-
tration agreements with the States of Arkansas, Colo-
rado, Florida, Idaho, Massachusetts, Nebraska, New
Hampshire, New Mexico, New York, Oklahoma,
Tennessee, Virginia, Washington, and Wyoming,.
Other significant announcements of general interest
are described on page 63.

To insure timely dissemination of important techni-
cal information to all persons concerned, the substance
of many of the published documents was issued in the
form of Technical Information Releases, prior to pub-
lication in the Bulletin. Of the 120 such releases
issued, 12 announced the position of the Service as a
result of court decisions having widespread effect on
tax administration, 14 related to other matters also
covered by Revenuc Rulings, 19 related to Revenue
Procedures, and 54 related to announcements of gen-
eral interest published in the Bulletin. Twenty-one
Technical Information Releases related to specific
provisions of the Revenue Act of 1964.
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INTERNAL REVENUE COLLECTIONS
Billions of dollars
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ndividual Estate Excise
income income taxes and gift taxes
taxes taxes taxes
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GENERAL

In 1964, the Service continued its program to im-
prove service—to convert processing methods and
records 10 a modern automatic data processing system.

It is a big program. When it is in full operation, the
records of the Service will be as accurate, as complete,
and as rapidly produced as machines and men working
together can make them. This conversion is a step
forward in meriting continued public confidence in one
of the most vital operations of the government of the
United States—collecting the internal revenue,

A record-breaking $112.3 billion in Federal taxes
were collected in 1964. Refunds of overpayments
amounted to $7.1 billion on which interest was paid
in the sum of $88.5 million.

A large portion of tax collections go into special ac-
counts for particular purposes. These are trust funds
and consist of (1) Federal insurance contributions and
self-employment insurance contributions from social
security taxes; (2) the highway trust fund from taxes
on gasoline, other motor fuels, trucks, buses, tires,
tubes, and tread rubber; (3) the railroad retirement
fund from taxes on the wages of railroad employees;
and (4) the Federal unemployment trust fund from a
tax paid by employers.

In this same gencral category of trust funds are cer-
tain tax collections earmarked for special use. These
include the excise taxes on fishing rods, creels, firearms,
shells, and cartridges. Approximately $25 million was
paid in taxes on these items in 1964. The money col-
lected is turned over to the Department of the Interior
for fish and wildlife preservation. Another earmarked
fund is the total excise tax collections on Puerto Rican
products. Internal revenue tax laws provide that these
funds will be credited to the Commonwealth of Puerto
Rico for its own use. In 1964 this amounted to over
$435 million.

The American people see these special-purpose tax
dollars at work providing dircet benefits, sometimes
very personal ones. Some good examples are the bene-
fit payments received monthly, under the Social Secu-
rity laws, by retired people, disabled wage earners,
widows, and orphaned children. The interstate high-
way-building program, evident nationwide, is financed
principally by the taxes paid on gasoline, tires, tubes,
and related items,

INTERNAL REVENUE COLLECTIONS AND REFUNDS

Tax dollars not specifically designated as to purpose
are no less important. They provide the services that
Congress has decided are necessary for the security and
genesal welfare of the people of this nation. The tol-
lowing table shows, by class of tax, the source of the
§112.3 billion in total revenue that was paid into the

Treasury in 1964. The table compares 1964 with the
preceding year collections, showing increases and the
decreases in unemployment and tobacco taxes by
amount and percent of change. It also shows the per-
centage that each class of tax bears to total revenue
in 1964.

Gross intemal revenue collections
|in thousands of dallars. For details see tabie 3, p, 82)

Increase or decrease
Source Percent of 1964 1964 1963
cotlectiony
Amount Percent
Grand total?, 100.0 | 112,260,257 [ 105,925,395 6,334, 862 6.0
tncome taxes, total 70.3 78,891,218 75,323,714 3,567, 504 4.7
Corporation . . 216 24,300,863 22,336,134 1,964,729 88
Individual, total 43.6 54,590, 354 52,987,581 1,602,773 3.0
Withheld by t ? 350 39, 258, 881 38,718,702 540,179 1.4
Othes 2 13.7 15,331,473 M, 268, 878 1,062, 595 7.4
taxes, total 15,1 17,002, 504 15,004, 486 1,898,018 13.3
Old-a;a and disabillty insurance 3 13.9 15,557,783 13,484,379 2,073,404 15,4
ederal insurance i 13.0 14,511, 187 12, 548, 286 2,022,501 161
Self-employmaent Insurance - .9 3 936,093 50,503 5.4
nsurante 8 850, 858 948,464 —87,606 -10.3
Reilroad . 5 593, 864 571,644 22,220 39
Estate and gift taxes. 2,2 2,416,303 2,187,457 228,846 10.5
Excise taxes, total 12.4 13,950,232 13,409,737 540,494 4.0
Alcohal 3.2 3,577,498 3,441,856 135,843 3.9
Tobacco. 1.8 2,052,545 2,078,237 —26, -1.3
Other 7.4 8,320,188 7,888,844 431,344 5.5

1 Collectians are adjusted to exclude amounts transferred to the Government of Guam. For details see tabie 1, p. 73 and footnote 5, p. 84,

1 Estimated.-—Col(ections of individual income tax withheld are not reposted separatel
tely from old-age and disability insurance taxes on self-employment incoma. The amount of old-

collections of individual income tax not withheld are not reparted se|

y from old-age and disability insurance taxes on wages and salaries. Stmilarly,

P
sge and disability insurance tax collections shawn is based on estimates made by the Secretary of the Treasury pursusnt to the provisions of soc, 201(2) of the Soclal Security
Act 8s amended, and includes afl old-age and disability insurance taxes, The estimates shown for the 2 classes of individual income taxes were derived by subtracting (he

old-age and disability insurance tax estimates from the combined totals reported.

Note.—Calendar year figures by z'agizn;“' districts, States and other aress, for selected types of taxes, may be ohtained from the Public Information Division, Internat
0224,

Revenue Service, Washington, D.C.

INCOME TAXES

In March 1964, a new tax law, the Revenue Act of
1964, was cnacted to reduce income taxes on individual
citizens and on corporations. One purpose of this law
was to strengthen the economy by encouraging busi-
ness expansion, and by increasing net income received
by wage earners so that more money can be used for
purchasing goods coming out of expanded production.
Furthermore, the introductory declaration written into
the Act states, in part, as follows:

It is the sense of Congress that the tax reduction provided by

this Act, through stimulation of the economy, will, after a brief
transitional period, raise (rather than lower) revenues . .

While the immediate effects are not readily appar-
ent in annual collection figures for the full fiscal year,
an analysis of the collcction data for the first half and
for the final half of the year show some interesting and
significant facts.

The 1able that follows shows collections of corpora-
tion income tax and of individual income tax withheld

from wages from July 1 to December 31, 1963, and from
January 1 to June 30, 1964. It compares these with
the corresponding 6-month periods in fiscal year 1963:

Collections of corporation income tax and individual income
tax withheld

(In thousands of dallars]

Corporalion
Period " Fiscal year Increase or decrease
1964 1963 Amount | Percent
Total, 24,300,863 [ 22,336,134 |1,964,729 8.8
Juty 1-Dec, 9,242,391 | 8,810,295 | 432, 49
Jan 1-June 30, 15,058,472 | 13,525,839 1,532,633 1L3
Individual
Total_ 39,258,881 | 38,718,702 | 540,179 1.4
July 1-Dec. 31, 20,120,386 | 18,957,902 1,162,484 6.1
lan, 1-}June 30 15,138,495 | 19,760,800 |—622,305 -3.2
7
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INCOME TAXES—CORPORATIONS

In the preceding table the effect of the new law in the
carlier payment of corporatiqps cstimated income tax
installments is apparent. At the same time that rates
were reduced, the law moved up payment dates for
certain corporations by adding two new dates for pay-
ing part of the current year’s tax. Now, corporations
which estimate that their liability will be in excess of
$100,000 will make payments of such excess in the
fourth month and the sixth month of their tax years in
addition to the former due dates in the ninth and twelfth
months. This provision of the law has the effect of
putting corporations gradually on the same basis as
individuals in making four quarterly payments of esti-
mated income tax. The rate of tax is graduated, for
corporations, on these two new payment dates, starting
at | percent in 1964 and reaching 25 percent in 1970.

As indicated in the table, the net result was an 11.3
percent increase in the January to June 1964 period
(over January to June 1963) as compared with a 4.9
percent increase in the July to December 1963 period
(over the comparable 6 months of the prior year).

INCOME TAXES—INDIVIDUALS

Employers were notified of the reduction in the rate
of withholding, from 18 percent to 14 percent, and
effective on March 5, 1964, deductions from wages
reflected this change.

The table shows that employers’ payments of indi-
vidual income tax withheld from employees’ salaries
increased 6.1 percent in the 6 months ended Decem-
ber 31, 1963, but decreased 3.2 percent in the second
half of the fiscal year. The comparisons are with the
corresponding periods of the prior fiscal year,

The rate reduction on individual income is effective
in two steps. For the year 1964 the change will be
from the former 20 to 91 percent rate scale to a new
reduced scale of 16 to 77 percent. A further reduction
will become effective in 1965 when the tax rates will
range from 14 to 70 percent.  The effect of the changes
in rates on payments made with individual returns will
be apparent in fiscal year 1965,

EMPLOYMENT TAXES

Employment tax collections are trust funds. They
are set aside for specific benefits or services.

Two factors have influenced recent trends. They
are rate changes and the increasing number of em-

ployed people.

e CHAPTER TwWO

Federal insurance contributions (Old-Age and Dis-
ability Insurance under the Social Security Acts) are
paid in equal amounts by employec and employer.
The rate increased from 3% percent to 3% percent
effective with wages received in calendar year 1963.
Thus the combined employee-employer rate rose from
6Y% to 7% percent, a 16 percent increase, during the first
part of fiscal year 1964 just as it did in the latter part of
fiscal year 1963. On a comparative basis, there was no
rise in ratc after January 1, 1964. The increase of §2.0
billion, 16.1 percent, for the year is therefore considered
to reflect the higher rate, in part, and also the increase
in employment. '

Sclf-employment contributions are paid by the in-
dividual taxpayer with his final income tax return, and,
at the taxpayer’s election, with his estimated tax pay-
ments. This tax was also affected by a rate increase
from 4.7 percent to 5.4 percent effective as to income
received after January 1, 1963. These collections in
fiscal year 1964 increased by $50.5 million or 5.4 per-
cent.

Payments of Federal unemployment tax decreased
$97.6 million, 10.3 percent, in 1964 as a result of the
decrease in the rate of tax. Effective with wages paid
in calendar year 1963 the rate was reduced from 3.50
percent to 3.35 percent. This rate was applicable to
the annual returns due January 31, 1964.

EXCISE TAXES

The three largest sources of excise tax revenues are
distilled spirits, gasoline, and cigarettes. In 1963 these
three taxes produced 52.3 percent of total excise col-
lections; in 1964 the percentage was 51.4. Gains were
recorded in distilled spirits and gasoline collections this
year but since the “Report of the Surgeon General’s
Advisory Committee on Smoking and Health” in Jan-
uary 1964, fiscal year figures on cigarette taxes paid
have shown losses culminating in a $33.8 million drop
or 1.7 percent.

While the decreased cigarette tax collections have
caused total tobacco taxes to show a $26.7 million de-
cline, excise taxes as a whole in 1964 increased $540.5
million, or 4.0 percent, and were 12.4 percent of gross
revenue. A substantial part of the excise increase was
attributable to the 10 percent manufacturers’ tax on
passenger automobile chassis. These collections were
up $186 million, or 12 percent, over 1963.

INTERNAL REVENUE COLLECTIONS AND REFUNDS

ADMINISTRATIVE BUDGET RECEIPTS

SOURCE OF BUDGET DOLLAR - 1364
Administrative Budget Receipts 89.5 billion .

54.4%

“Administrative budget receipts” is that part of the
total collections of the Federal Government available
for financing the many operations and programs in-
cluded in the President’s annual budget. To arrive at
administrative budget receipts, gross collections of in-

Corporation Income Taxes

26.3%

—B——- Excise Taxes 11.5%

Estate and GIft Taxes 2.7%
Customs  1.4%
Miscell 38%

ternal revenue, customs duties, and receipts from
miscellaneous sources are reduced by transfers to trust
fund accounts, refund of receipts, and interfund trans-
fers. The following table reflects the source of gross
receipts, deductions, and administrative budget receipts:

Gross collecti ded! , and administrative budget ip
{In thousands of dollars]
Adminis.
Source Gross receipts |  Trust fund Refunds taterfund trative
transters transactions budget
receipts
Individual income taxes:
Withheld. . ao.ooco e 39,258, 881
Other 15,331,473
Total, 54,590, 354 5,893,027 48,697,327
Corporation income taxes... .. 24, 300, 863 808, 341 23,492,522
Excise taxes:
Highway trust funds. 3,609,077 3,483,441 125,636 .
Other. 10, 341, 155 94,005 10,247,150
Total. 13,950, 232 3,483,441 219,641 10, 247,150
Emplo(ment taxes:
Otd-age and disability Insurance. 15,557,783 15,391, 983
Railroad retis 593, 864 593,477
ploy insurance. 850,858 846,181
Total, 17,002, 504 16, 831,640
Estate and glft taxes. 2,416, 303 22,704 2,393,589
Total internal revenue, 112, 260, 257 20,315,081 2,114,576 84, 830,600
Aﬂlusted to conform with ““Statement of Receipts and Expenditures of the United States
! 36,102 36,102
Adjusted total internal revenue. 112, 260, 257 20,351,183 7,114,576 84,794, 498
Customs. , 284, 171 A< I R, 1,251,863
Mi; receipts. 4,072,121 ... 1,197 663, 622 3,412,302
Total 117,621,555 20,351,183 7,148,085 663,622 89,458,664
9
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INTERNAL REVENUE REFUNDS

Numszsr or Rerunns—There were 42.1 million re-
fund checks issued this year, an increase of 1.4 million
or 3.6 percent over 1963. Individual income tax re-
funds account for 97.4 percent of the increase in
number.

Of the total, individual income and employment tax
refunds account for 96.5 percent, and individual exces-
sive prepayments alone account for 94.1 percent. The
excise tax category accounts for most of the remaining
refunds (3.2 percent of the total) while corporation
refunds account for only 0.3 percent.

Amount oF Rerunps (INcLuping InTeresT).—The
total amount of refunds, including interest paid, was
$7.2 billion compared to $6.6 billion last year, an in-
crease of $594 million or 9.0 percent. The increase
in individual income and employment tax refunds of
$522 million accounts for 87.9 percent of the total
money increase, while the increase in corporation re-
funds of $64 million accounts for 10.8 percent.

e CHAPTER TWO

Of the total amount of refunds paid (principal and
interest) this year, individual income and employment
tax refunds account for 84.5 percent, and individual
excessive prepayments alone account for 81.7 percent.
Corporation refunds account for 12.1 percent. .

Refunds of all classes of tax average §171. lO or $8.52
more per refund than in 1963, -

Gasoline tax refunds to farmers, transit systcms, and
users of nonhighway vehicles, on which interest is not
paid, total $125.6 million compared to $125.7 million
last year.

InTerest on ReFunps—Total interest paid on re-
funds during the current year was $88.5 million, an
increase of $14.6 million or 19.7 percent. Interest paid
on corporation refunds rose $13.0 million or 89.4 percent
of the increase. However, this increase is distorted due
to an unusually large amount of interest, $11.7 million,
which was paid to one corporation in the Detroit Dis-
trict this year.

The following table compares refunds in the past 2
years, by type of tax:

Internal revenue refunds, including interest

(For refunds by region and district, see table S, p. 86)

0ld- age and Suvvlvws nnd Fedau
$165,800,000 in 1964 and 196,

amounting to $126,637,000 ln I964 and 8116 318,000 in 1963 and from the Unem-
plnymanl Trust Fund amounllnx 1o $4,291,000 in 1964 and 83097 000 in 1963,

| Figures have nol been reduced to reflect reimbursements from the Federal
Dmhlllly Insurance Trust Funds amounting to
3; from the Highway Trust Fund

TNet of 64,870 undeiiverable checks totaling $3,635,000 in 1964 and 51,662

- Amount refunded (principal Amount of interest included
Number and intarest—thousand dallars) (thousand daltars)
Typo of tax
1964 1963 1964 1963 1964 1963

Total refunds of internal revenue 12 42,097,785 40, 652,377 7,203,078 6,609, 442 88,502 73,931
e taxes. . 113,766 104, 301 868, 229 804,098 59, 287 46,864
Indlvlﬂnll mcuml lnd taxes, total 1, 40,613,449 | 139,148, 670 6,088, 691 5,566, 797 24,801 24,331
Excessive pi incoma tax? . 39,631,968 38,175,964 5, 886, 585 5,353,389 10,068 6,418
Other income tax and old-age and disability insurance d__.__. 946, 352 949, 965 196, 939 209,877 14,629 17,828
road ratit 387 110 ) 1
insurance. 34,881 22,639 4,780 3,422 104 83
Esll(! tax 5,835 5,947 24,733 21,080 2,633 2,093
657 m 1,397 65 192
Excl:l taxes, fotal, 1,363,978 1,392,746 220, 6% 216,070 1,056 451
Alcoho! taxes ¢, 9,018 9,047 78,97 75,636 28 9
Tobacco taxes ¢ B 1,141 1,149 4,075 4,122 (] 1
Manufacturers’ and retatlers’ excise taxes, total 1,332,710 1,364,693 129,109 131,087 135 57

Gasoline used on farms. .. ooeo oo 1,305,955 1,338,215 103,814 103, 655

Gnolm!, 24,400 22,605 21,822 22,0
2,355 2,813 3,473 5 355 135 97
All other excise taxes ». 1 17,857 8,605 5 226 893 3
¥ Revised. checks totaling $2,799,000 in 1963,

1 Includes refunds “not otherwise classified”

¢ Includes drawbacks and stamp redempti

#Includes narcotics, xllvz,, wagering (excise and stamps), capital stock, and
other excise tax refund.

*Lexs than $500.

Receipt and Processing of Returns
and Related Documents

£52 617 NUMBER OF RETURNS FILED

Millions

61 61
m 10 10 3413
w0

Individual  Decla- Partner- Corpora- Employ- Excise and
and rations of  ship tion ment allother .
fiduciary estimated

tax

(ndividual)

1964 Totals 1963
1001 978

TAX RETURNS FILED

For the first time in history, the total number of tax
returns filed by taxpayers in 1 year exceeded 100 mil-
lion; the 100.1 million returns of all types filed in 1964
represent an increase of 2.2 million returns or 2.3 per-
cent over 1963. All regions showed an increase rang-
ing from 0.4 percent in the New York Region to 5.0
percent in the Southeast Region. Individual income
tax returns traditionally comprise nearly two-thirds of
all tax returns reccived, consequently their percentage
of change from a prior year tends to dominate the
change for all returns filed. All regions showed in-
creases in the number of individual income tax returns
which increased nationally 2.3 percent; Forms 1040 in-
creased by 2.0 million, 4.5 percent, while Forms 1040A

decreased by 600,000, 3.2 percent. Corporation Decla-
rations of Estimated Income Tax, Forms 1120ES,
nearly doubled between 1963 and 1964. This is a direct
result of a change in filing dates under the Revenue Act
of 1964 (Public Law 88-272) effective March 5, 1964,
which requires four returns a year beginning with the
fourth month of the taxable year, Formerly only two
returns were required after the ninth and twelfth
month. A comparison of the number of returns filed
in 1964 and 1963 follows:

Number of retums filed, by principal type of return
{Figures in thousands. For details, soo table 6, p. 87}

Type of return 1964 - 1963
Grand total. 100, 066 197,834
tncome tax, total 74,193 72,560
Individual and fiduciary, total, 65, 154 63,679
Indlvidual-citizens and resident aliens, total....{ 64,201 62,779
Forms 1040, wef 46,536 44,527
Forms 1040, -{ 17,665 18,252
All other individual snd fiduciary. - 953 900
Doclarations of estimated tax, total 6,104 6, 100
Individual 6,077 6,083
Cor i 27 16
P 98¢ 978
Corporation, 1,367 r1,292
Other 588 511
tax, total. 21,783 21, 140
Fnrm 941 .. 15,331 14,983
- 4,429 4,207
mpioyers’ Foim b (lgnculluulemnluyue;)_ £58 639
aliroad retirement, Forms -2, 22
Snemployment insurance, Fonn 1,315 1,288
Estate tax.. - 87 79
Gift tax 107 100
Exclse tax, total 3,925 3,954
Occupational tax 1,323 1276
Form 720 (retailers, manufacturers, etc.). 2 lelg 2,218
Tobacco 11 12
Other. 281 364

* Revised.

INFORMATION RETURNS

More than 330 million information returns were filed
with Internal Revenue Service field offices during the
year. Approximately two-thirds were employers’ state-
ments of wages paid and tax withheld, Forms W-2, in-
cluding both the copies attached by employees to their

11
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Austin Regional Service Center was occupied in 1964 and began servicing the 9 dishrict offices comprising the Southwest Reglon.

income tax returns and copies filed by employers. In-
formation returns concerned with payments of divi-
dends and interest, Forms 1099, totaled 111 million and
Forms 1087, Ownership Certificates, totaled 3 million.

AUTOMATIC DATA PROCESSING

Effective January 1, 1964, as planned, two more
regions began processing business returns under the
master file concept. With new service centers located
at Austin, Tex,, and Cincinnati, Ohio serving the
Southwest and Central Regions, respectively, the ex-
pansion of the Business Master File was accomplished
without major problems. At the end of the year, the
Business Master File contained over 2.3 million tax-
payer entities, or accounts, an increase of 95 percent
since July 1, 1963.

The Kansas City, Lawrence, and Ogden Service
Centers will begin processing business tax returns for
the Midwest, Northeast, New York, and Western Re-
gions on January 1, 1965 under the ADP master file
concept; preparation for this started on January 1, 1964,
Although these service centers have been using elec-
tronic equipment for several years, they are referred to
here as non-ADP. The essential difference is that under
ADP, each taxpaying entity has a consolidated, per-
manent account established on a master file for the pur-
pose of insuring that: (1) the final settlement of a
tax for a particular tax period takes into consideration
all possible liabilities or credits, and (2) all returns have
been filed for which the taxpayer is responsible. Mas-
ter files were not set up in non-ADP service centers.

In the interest of cconomy the Lawrence Service
Center will process returns for both the Northeast and
New York Regions. In 1965, all seven IRS service
centers will be processing business returns, and the estab-
lishment of a nationwide Business Master File will be
complete,

The Chamblee Service Center was in its third year
of processing business returns for the Southeast Region,
and in its second year of processing individual returns.

12

At the end of the year the Individual Master File con-
tained 8.4 million taxpayer accounts. The Philadel-
phia Service Center was in its second year of business
returns, and will begin processing individual returns
for the Mid-Atlantic Region on January 1, 1965, This
is in kecping with the modified implementation sched-
ule which provides for 2 years experience with busi-
ness returns before a region starts on the large volume
of individual returns.

n the specific arcas of ADP processing, systems
specifications, computer programs, and procedural in-
structions were revised and updated to improve opera-
tions and to incorporate legislative changes. Signif-
icant savings in computer processing time were real-
ized by splitting the Individual Master File into active
and inactive accounts for each weekly posting cycle.
The necessary systems redesign and computer repro-
graming is being completed so that this principle can
be applied to the Business Master File in 1965, Prepa-
rations are nearing completion for a test 10 be con-
ducted involving the use of government telephone lines
for the transmission of master file input and output
data between the National Ccmputéx Center at Mar-
tinsburg, W. Va., and the service centers. If this test
proves successful, when installed this process will elimi-
nate numerous shipments of magnetic tape.

Present plans call for installation of a microfilm
reader and printer system during 1965 on a test basis
in the Southeast Region. This system will materially
streamline operations by replacing the paper printouts
of the voluminous document indexcs and taxpayer
registers required. For more information and pictures,
see pages 37 and 38.

Substantial progress is being made towards the
attainment of one more major objective of ADP, infor-
mation document validation. Tests are continuing in
the matching of interest, dividend, and wage payments
reported on information documents with those reported
on the individual returns of the recipients. Determi-
nation of the scope of the program as well as the

RECEIPT AND PROCESSING OF RETURNS AND RELATED DOCUMENTS

method of follow-up will be made after evaluation of
the tests,

As reported last year, the establishment of the IRS
Data Center in Detroit has been approved. Work pro-
grams are being defined and operating plans developed.
Negotiations with General Services Administration are
under way for acquiring a specific site in Detroit for
this center which is scheduled to be operational in mid-
1966 to perform all of the Service’s data processing
functions not directly related to the processing of re-
turns and documents,

SERVICE CENTER FUNCTIONS

During the year, the three non-ADP centers, and the
ADP center at Chamblee, Ga., processed 63.9 million
income tax returns filed by individuals, an increase of
6.4 million, or 11.2 percent, over the preceding year.
Of these returns, 53.8 million were 1963 tax year re-
turns filed during the 1964 filing period, and 10.1 mil-
lion were 1962 tax year returns filed during the 1963
filing period but processed after June 30. The re-
turns processed during the January to June period of
this year represent 84,5 percent of the 1963 tax year
returns filed, compared with last year’s processed rate
during the same period of 78.9 percent of the 1962 tax
year returns filed. This year’s increase is due to sev-
eral significant factors: (1) the accelerated re-
turns processing program in the non-ADP centers dur-
ing the last half of the fiscal year which permitted
them to process an additional 3.5 million returns
normally processed after June 30; (2) increased ef-
ficiency in the Chamblee Service Center, which is in
its second year of automatic processing of individual
income tax returns; and (3) the delay in the returns
processing program during the last half of fiscal year
1963, which resulted in carrying over 10.1 million re-
turns for processing in the first half of fiscal year 1964,
compared with 8.4 million carried over into the first
half of fiscal year 1963. In addition to the individual
income tax returns programs, the service centers proc-
essed approximately 5.0 million declarations of esti-

The four ADP service centers processed over 6.0 mil-
lion business returns, or 29.9 percent of the number
filed, compared with approximately 3.0 million, or 15.3
percent of the total filed last year, In cohjunction with
the business returns operations, the centers processed
2.2 million additional documents to record such actions
as payments on account, name and address changes,
and audit and collection adjustments. Included in the
above are full fiscal year 1964 data for Chamblee and
Philadelphia, and data for the last half of the fiscal year
for Austin and Cincinnati.

This is the last full fiscal year in which the non-

ADP centers will perform the mailing and delinquency
check operations for the employers’ returns, Forms 940
and 941, for the district offices which they service.
In January 1964, these operations for the Southwest
and Central Regions were shifted from the Kansas City
and Ogden Service Centers to the two new ADP cen-
ters at Austin, Tex., and Cincinnati, Ohio, respective-
ly, when these centers assumed all processing, account-
ing, mailing and delinquency check responsibilities for
business returns filed in their regions, The transfer
of the mailing and delinquency check operations from
non-ADP to ADP will be completed in January 1965,
when the converted ADP centers at Kansas City, Law-
rence, and Ogden will assume the responsibility for
processing business returns filed by taxpayers in the
regions which they will service.

CARRYBACK ALLOWANCES

The number of applications for tentative carryback
allowances increased 1.0 percent during 1964. The to-
tal number of adjustments was down slightly, 255 or
0.4 percent, while the amount of the adjustments was
down by 6.4 percent from last year.

The number of applications pending at the end of
the year was 140 percent larger than at the begin-
ning.

The following table compares data for the last 2

mated income tax. years:
Receipt and di | of camyback i
Number Amount (thousand doltars)
Statys Claimed Adjusted
1964 1963
1964 1963 1964 1963
Pending July 1 7,157 7,118 41,027 48,133
fons sé e, i haEs| nEl| ®maE &8
ications adjusted, total A ), ), H1-+-) I A (R
Allowed.n.. na. .. 566,450 540,318
i n.a. n.a. - S 29,946 32,773
Pending June 30..__._. 8,158 7,157 48,592 41,027

n.a.—Not available.




Enforcement Activities

GENERAL

To preserve and strengthen the American self-
assessment system and promote the voluntary compli-
ance basic to such a system, the Service expends a sub-
stantial portion of its resources on enforcement activ-
ities. These activities include correcting errors in tax
liability on returns voluntarily filed, securing delinquent
returns, collecting delinquent accounts, investigating
evidence or allegation of fraud, and enforcing the laws
relating to alcohol and tobacco products and firearms.
The Service also administers a taxpayer appeals system,
processes legal cases involving criminal prosecution and
civil litigation, and conducts a Federal-State Coopera-
tive Exchange Program.

There were significant advances in enforcement work
this year. One of the most important was the effect
of automatic data processing on the mathematical veri-
fication of returns, and the collection of past-due taxes.
Also, through the use of electronic equipment, im-
provement has been made in the procedures for iden-
tifying filers of more than one tax return for the same
period. Another of this year’s outstanding achieve-
ments was attained in the examination program where
the examination of returns resulted in recommendations
of §2.55 billion in additional tax and penalties, an
amount significantly higher than ever before achieved.

MATHEMATICAL VERIFICATION OF INDIVIDUAL
INCOME TAX RETURNS '

While mathematical verification has been performed
for many years under non-ADP procedures, it assumes

‘greater significance under ADP because of the increased

extent of verification performed as a necessary part of
the mechanized processing of returns. This is ap-
parent in the increased yield from the one ADP serv-

ice center performing mathematical verification of in-
dividual income tax returns—Chamblee Service Center.

During the year, 63.4 million individual income tax
returns filed on Forms 1040 and 1040A were mathe-
matically verified, an increase of 5.9 million, or 10.3
percent, over last year. This increase is due to (1) an
increase in returns filed by individuals, (2) the ac-
celerated returns processing programs in the non-ADP
centers, and in the Chamblee Service Center, and (3)
the number of 1962 tax year returns carried over from
the 1963 filing period for processing in 1964.

The number of errors disclosed by mathematical
verification numbered 2.6 million, an increase of 6.1
percent over last year. Of the total number, 64.4 per-
cent represent errors resulting in additional revenue,
while the remainder represent errors resulting in de-
creased revenue. The benefit accruing to the Govern-
ment from mathematical verification of returns is the
net yield, or the difference between the amounts of
increased and decreased revenue. The table below
shows the effect of mathematical verification for 1963
and 1964,

The rise in the amount of net yield reflected for
1964 is attributed to (1) the more comprehensive
mathematical verification given individual returns
under automatic data processing, and the increase in
the number of returns processed by the data processing
center at Chamblee, Georgia, during the last half of
1964, and (2) an increase of more than $4, or 4.9
percent, in the average increase error, while the average
amount of decrease remained the same.

NATIONAL IDENTITY FILE
With the establishment of the nationwide master file
of individual income taxpayers proceeding according

Individual income tax retums mathematically verified

Total Form 1040 Form 1040A
Item
1564 1963 1964 1963 1954 1963

Number of returns verified. thousands. _ 63,414 57,492 45,610 42,217 16,804 15,276
Number of returns on which changes were made. ... . 17T thousands.__ 2,508 2,439 1,882 ,m 706 669
Returns with incresse:

Number, thousands. 1,666 1,564 1,216 1,149 450 414

Amount, thousand doflars.. 185, 501 148,113 127,413 113,767 38,028 34,345
Returns with decreass:

Number. thousands. 922 876 666 621 256 254
Net A'T'%Ifnl thousand doilars.__ 72,639 69,419 51,356 47,625 21,283 21,754

*nlnl‘ iy thousand dollars__ 92,862 78,694 76,118 86, 142 16,745 12,552

Average per return verified dollars. 145 137 1.63 1,57 1.00 .8
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to a schedule of gradual extension on a regional basis
to best assure its success, an interim computer procedure
has been installed to identify filers of more than onc
individual income tax return for the same tax period.
The magnetic tape files are computer-searched to iden-
tify multiple filers, and all cases of duplication are ex-
tracted for follow-up by the appropriate enforcement
personnel. This eliminates the time-consuming proce-
dure under which district office index files are man-
ually searched to identify multiple refund cases.

The majority of the duplicates resulting from the
search of returns for the tax year 1962 did not represent
duplicate filing but involved incorrect identification by
the taxpayer. Follow-up on the selected potential yield
cases resulted in a total of over $2 million in additional
assessments and refunds canceled.  Aside from the ad-
ditional revenue yield, the National Identity File will
be of substantial assistance in the reduction of process-
ing costs through the purification of taxpayer accounts.

OVERPAYMENTS OFFSET PRIOR TO REFUND

During 1964, $11.8 million were offset, or applied,
through automatic computer analysis, to taxpayers’ out-
standing liabilities from amounts that would otherwise
have been refunded. These offsets resulted from the
processing of business returns by computer for the
Southeast and Mid-Adantic Regions and individual in-
come tax returns for the Southeast Region. This func-
tion is made possible through the ADP system of estab-
lishing a consolidated account for each taxpaying entity
on the Master File, ’

VOLUNTARY DISCLOSURES

As a result of ADP publicity, 973 taxpayers have
voluntarily disclosed $4.7 million in delinquent taxes
since January 1962. In each case the taxpayer spe-

. cifically mentioned that the additional income applied

to years gone by and was being declared in anticipation
of being caught through the implementation of the
ADP system. However, this is only a part of the salu.
tary effect on taxpayer compliance. There is intangible
but strong evidence that a significant number of tax-
payers have been unobtrusively getting their tax affairs
in order either by including income formerly concealed
or by filing returns for the first time.

EXAMINATION PROGRAM

Generar.—The Service is continuing its efforts to
reduce the time lag between the date returns are filed
and the date the examinations of the returns are com-
pleted. In this connectiori an expanded training pro-
gram together with increased emphasis upon the
examination of selected simple business returns in office
audit branches insured accelerated coverage of the less
complex cases and at the same time increased the time
experienced agents devoted to the examination of the
more complex corporate cases.

The examination program for exempt organizations
was further expanded during the year resulting in a
422 percent increase in the number of examinations
of returns of exempt organizations.

CLASSIFICATION AND SELECTION OF RETURNS For Ex-
amiNaTioN.—The identification of those returns most

NUMBER OF TAX RETURNS EXAMINED AND ADDITIONAL TAX AND PENALTIES RECOMMENDED

Number (Thousands)

Amount (Millions of dollars)

1964 B 3,620 2,550
Totals

1963 3,849 2,160
Individual an 915
fiduciary
Corporation ! 173 1,220

148 957

Estate and
gift
Excise and
employment

! Includes exempt organization returns
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in need of examination is a cornerstone of sound en-
forcement. Service personnel classify and select for
audit those returns which exhibit error-indicating
characteristics. Knowledge of what characteristics are
indicators of error is derived from -examination expe-
rience and scicntific sampling.

Through application of selection criteria and tech-
niques, examination coverage is provided for all types
and classes of returns. Determinations of coverage
among the returns are based on recurring studies and
analyses. Out of 66.7 million individual, corporation,
estate, and gift tax returns filed, 25.3 million were
classified.

Under the ADP system, computer classification of
returns is being utilized in all regions where the system
is operative. Audit characteristics previously used in
manual classification, as well as additional criteria, have
been programmed. ADP processes make possible the
identification of returns in need of examination by
subjecting returns to analysis with speed and accuracy.

e CHAPTER FOUR

Numser oF Rerurns Examines.—During the year
3.6 million returns were examined, a decrease of 6 per-
cent from last year. The decrease occurred in individ-
ual and fiduciary returns while examinations of all
other types of returns increased. Returns audited by
field audit techniques increased 1,262, while offi¢e andit
examinations decreased 230,359, The decline in office
audit examinations is consistent with a planned cutback
from the previous year and was designed to provide a
more halanced program by shifting emphasis from the
examination of small nonbusiness returns to the audit
of small business returns and of nonbusiness returns
with adjusted gross income over $10,000,

The average time required to complete examinations
continued to rise, reflecting a continuation of a trend
toward more thorough examinations embodying qual-
ity audit principles.

The following table shows the number of returns
examined by type of return:

Number of tax retums examined

{Figures in thousands]

§ Total Field audit Office audit
Type of return -
1564 1963 1564 1963 1564 1563

Grand total 3,620 3,849 762 760 2,858 3,089
fncome tax, totsi. 3,409 3,644 586 seg 2,823 3,056
- 163 r 141 161 r 140 2 1
Individual and fiduciary. 3,23 3,495 418 4] 2,820 3,085

Exempt i 10 7 10 7 [0) [0)
Estata and gift tax 3l 30 23 27 3 3
Excisz and 180 175 147 145 33 30

rRovised. Formerly included exempt orgsnizations.

1 Less than 500.

ApprTioNAL Tax aNp PENALTIES RECOMMENDED.—
Examination of returns resulted in recommendations of
$2.55 hillion in additional tax and penalties. This
amount represents an increase of $390 million over last
year, and is the highest amount achieved in any single
year. An increase was realized in every tax area with-
out exception. Corporation examinations produced 27
percent more additional tax and penalties than last
year, and individual and fiduciary deficiencies were up
9 percent.

Average additional tax and penalties recommended
per examined return rose 25 percent, from $561 in
1963 to $704 in 1964. In the area of individual and
fiduciary returns, average additional tax and penalties

recommended per rcturn increased 18 percent and, in
the corporation area, 9 percent.

Cramms For Rerunp.—District audit divisions com-
pleted action on 375,288 claims for refund of taxes.
The total amount claimed was $495 million of which
$177 million was allowed and $318 million disallowed.
In addition, 4,397 claims with an amount claimed of
$150 million were unagreed and forwarded to appellate
divisions for further consideration.

Of the total number of claims, 82.6 percent involved
individual and fiduciary tax returns. Of the total
amount claimed, 72.3 percent was from corporation
returas and 19.4 percent from individual and fiduciary.

The following table shows the number and amounts
involved.

ENFORCEMENT ACTIVITIES

Claims for refund disposed of by district audit divisions, fiscal years, 1963 and 1964

Closed by audit divisions
\g
Amount (thousand dollars)
Class of tax Number
Claimed by taxpayer Allowed Disallowed
1964 1963 1964 1963 1964 1963 1364 1963
Total 375,288 348,921 435,077 | 1,100,522 177,165 152,082 anz, et 948, 441
Individual income. 311,636 290,021 115,082 108, 226 79,845 72,014 35,238 32,212
ion income., .. 31, 256 25,922 331,169 794,553 79,028 64, 551 252, 140 730,002
Estate. 1,608 1,643 22,691 18,693 6,584 7,478 16,147 11,214
Gift, 3 872 1,058 255 288 mt
Excise. 16, 669 17,435 21,008 179, 281 8,965 6,019 12,043 173,262
13,876 13,651 4,254 2,711 2,528 1,732 1,726 980
Protested-transterred to appellate divisions
Amount (thousand dollars)
Class of tax Number Recommended by audit divisions
Claimed by taxpayer
Allowed Disallowed
1954 1963 1984 1963 1964 1963 1964 1963
Total. 4,397 4,235 149,501 119, 468 3,512 29, 562 145,989 89,906
tndividual income. 1,881 2,08 10,042 11,307 566 1,064 9,476 10,243
Corporation income_ 1,200 802 134,539 101,378 2,722 28,378 131,817 73,000
Estate 90 3,035 3,390 134 « 2,901 3,298
Gift. . 38 53 263 1,14 | L35 IR pig 1,14
Excise. 744 1,054 1,388 1,869 4 21 1,344 1,848
M3 155 a4 380 2 ? an 3

OverassessMENTs oF Tax ExcrLusive or CraiMs For
Reruno.—District audit personnel determined that a
total of $143 million in 1axes had been overassessed
against taxpayers exclusive of claims for refund. Cor-
poration income tax accounted for 56.7 percent of the
overassessments. The following table shows the
amount of overassessments recommended by tax arca:

O of tax exclusive of claims for refund
Amount recommended
(thousand dollars)
Typs of tax
1964 1963
Total, 142, 564 163,000
individua) and fiduciary income....._.____..._.__. 50,510 35,194
intome. 80,834 118,552
Estate, 9,731 7,338
Gift . 327 507
Excise. 866 1,026
2% 382
APPEALS
GENERAL

The appeals procedure of the Service provides the
taxpayer an. opportunity to resolve his tax controversy
without litigation, on a basis which is fair and impar-
tial to both the government and the taxpayer,

The appeals function is decentralized and operates
at two organizational levels, the district and the region.
If a taxpayer disagrees with the findings of the exam-
ining officer he may request an informal conference
in the audit division at the district level. In the event
an agreement is not reached in the district audit divi-
sion, the next level of appeal is the appellate division
which is a part of the regional office. If an agrecment
cannot be reached at the appellate division level the
taxpayer may file an appeal with the Tax Court of the
United States. Conference opportunities are available
in the appellate division even after a case has been
docketed in the Tax Court.

The jurisdiction of both the audit division and the
appellate division extends to disagreements involving
overassessments as well as deficiencies, and to all inter-
nal revenue taxes except alcohol, tobaceo, firearms, nar-
cotics, and wagering taxes.

SUMMARY OF OPERATIONS

The number of case referrals from audit divisions
was 17.0 percent higher than in 1963. However, the
increase in appeals was substantially offser by a 14.1
percent rise in the number of case dispositions, result-
ing principally from a higher level of productivity.
While the number of cases on hand on June 30, 1964.
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APPEALS (income, Profits, Estate, and Gift Tax Cases)
hd Method of Disposal

BEFORE ISSUANCE OF STATUTORY NOTICE

Agreed

l

14,189 -
11,849

Unagreed over-
asgessment and
clalm rejection

o &
@ o
@

STATUTORY NOTICE OUTSTANDING

953
Agreed 808
Defaulted 1185

985

PETITIONED TO TAX COURT

5,002

Agresd
gree 4,407

Dismissed 328
or defaulted 237
935
Tried 5
9
on merits 37 1964

23,031

was 11.8 percent above a year ago the inventory re-
mains in a current condition. The continued handling
of the larger case workload on a current basis is
planned for by anticipated further increases in produc-
tivity and nominal staffing adjustments in those areas
with the hcaviest workioads.

INCOME, PROFITS, ESTATE, AND GIFT TAXES

Cases Nor Berore THE Tax Court (Pre-90-Day
Cases).—If no agreement is reached with the taxpayer
at the district level, the district director issues a pre-
liminary notice, otherwise referred to as “30-day letter,”
together with a copy of the examining officer’s report,
informing the taxpayer of the proposed adjustments
and advising him of his privilege to file a formal pro-
test and request that the case be transferred to the
appellate division. These cases are referred to by the
appellate division as “pre-90-day cases.” The appellate
division’s activities during 1963 and 1964 in the process-
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Totals . 1963

1,760

ing of these cases is summarized below. (For addi-
tional information, sce table 15, page 94.)

Appellate Division receipts and dispcsihom of pro'ened
income, profits, estate, and gift tax ccuestor to lssuunce

of statutory notice of deficiency (pre-90-day cases).

Number of cases
Status
1954 1962
Pending July 1 12,653 10,732
Received. 21,4% | 17,74
Disposed of, total, 18,616 | 15,853
lfv 14,189 | 11,849
nagreed overassessment and claim rejections..__..___| 459 537
By i muancu of statutory notices—transferred to so—dny

3,968 3,467
Pending June 30, 15,531 | 12,653

The increase in the number of pre-90-day cases on
hand compared with a year ago reflects the effect of the
higher number of referrals from audit divisions.

ENFORCEMENT ACTIVITIES

Cases Nor Berore TtHE Tax Courr (90-Day
Cases).—If a case is not settled at the district level and
no formal protest is filed with the appellate division a
statutory notice of deficiency is issued by the district
director. If a protest is filed with the appellate division
but no settlement is reached during pre-90-day con-
sideration, a statutory notice of deficiency is issued by
the appellate division. This notice is commonly re-
ferred to as a “90-day letter,” because the taxpayer is
allowed 90 days from the date of the letter to petition the
Tax Court of the United States. A case which s pend-
ing in the appellate division during this period is called
a 90-day case. The following table shows the results
of processing these cases in the appellate division. (Ad-
ditional details are shown in table 16, p. 94.)

Appell Division ipts and di it of d
income, profits, estate, and gift tax cases in which statutory
notices of deficiency were outstanding (90-day cases).

case requires his concurrence.  The table which follows
shows the processing of docketed cases. (For addi-
tional information sce table 17, p. 95.)

Appellate Division receipts and dispositions of income,
profits, estate, and gift tax cases petitioned to the Tax
Court (docke':d cases).

Number of cases

Status
1964 1963
Panding July 1 8,631 8,965
Received, total 5,614 5,247

Petitions filed In response to—

District directors’ statutory notices 3,303
Appeliate Division's statutory notices /. _ 1,847 1,984
Disposed of, total. 6,265 5,581
By stipulated 25,002 4,407

By dismissal by the Tax Cour! or taxpayer default.. - 328 237
Tried before the Tax Court on the mums 935 937
Pending Sune 30. v 7,980 8,631

Number of cases
Status
1964 1963

Panding July 1 1,159 1,073
Received, total 4,311 4,019
Statutory notices issued by Appallate Division*. _.__.___ 3,785 3,348

Statutory notices issusd by district directors and received
during 90-day period. 592 671
Disposed of, total, 4,146 3,93
953 808
By taxpayer default. 1,165 985

By patition to the Tax Court—transferred to docketed
status, 2,028 2,140
Panding June 30 1,3%0 1,159

1 Difterance from preceding table is caused by cases being r.omblnud of split for
the purpose of issuing the statutory notice, cases in transit, e

Although the total number of 90-day case disposals
by appellate division was higher than last year, a smaller
number of such disposals involved cases petitioned to the
Tax Court,

Cases PrriTionep 1o THE Tax Courr (DOCKETED
cases).—In a case involving income, profits, cstate, or
gift taxes, a taxpayer may file a petition with the Tax
Court requesting a hearing for a redetermination of
the tax liability asserted by the Commissioner in the
statutory notice. The Tax Court of the United States
is an independent agency of the Government and has
no connection with the Internal Revenue Service.

After a case has been docketed in the Tax Court, a
taxpayer may still discuss the possibilities of settling his
case with the Service regardless of whether he has
previously availed himself of conference opportunities
with the audit division of the district office, or with
the appellate division at the regional level. Settlement
negotiations in docketed cases may be conducted by
the appellate division at any time before the case is
called for trial by the Tax Court. Regional Counsel
may also be represented since settlement of a docketed

1 Differenca from number shown as petitioned in preceding table is caused by
cxcluduq district directors’ statutory notices considered by Appeliate in S0-day
status, cases in transit, etc.

2 Difference from the number shown in the precsding tables and in table 19, p. 95,
is dus to cutofl dates in respective reporting systems.

With the number. of docketed case disposals ex-
ceeding receipts for the fifth consccutive year, the
number of such cases on hand June 30, 1964, was lower
than in any year since 1956.

EXCISE AND EMPLOYMENT TAXES

The number of excise and employment tax cases
on hand June 30, 1964, was 1,154 or 289 cases above
the same date of last year, reflecting the cffect of the
higher number of referrals from audit divisions.
There were 1,750 case recepits and 1,461 disposals.

CLOSING AGREEMENT CASES

During the year, 177 final closing agreement cases
were received and 168 processed to a conclusion. The
number of cases on hand June 30, 1964, was 16. (Rul-
ings on proposed closing agreements involving pros-
pective transactions are discussed on p. 5.)

OVERASSESSMENTS REPORTED TO JOINT
COMMITTEE

Section 6405 of the Internal Revenue Code of 1954
requires reports to the Joint Committee on Internal
Revenue Taxation of all refunds and credits of income,
war profits, excess profits, estate or gift tax exceed-
ing $100,000. During the year the number of such
cases rose from 440 cases totaling $344.0 million to 512
cases involving overassessments of $296.5 million.

DELINQUENT RETURNS AND DELINQUENCY
INVESTIGATIONS

During 1964 the Service secured 1.1 million delin-
quent returns representing $275.5 million in unreported
tax, interest, and penalties. Approximately 66,000 of
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these returns, representing $57.6 million, were sccured
by district audit divisions incidental to the examina-
tion of returns. The remainder were secured through
the established delinquent returns program.

This year more manpower was utilized in the delin-
quent returns program, onc of the major means by
which the Service strives to ensure that all taxpaying
entities satisfy the filing and payment requirements un-
der the internal revenue laws. As a result of the in-
creased efforts, more than 1.0 million delinquent re-
turns were secured representing $217.9 million of un-
reported tax, including interest and penalties, This
was an increase of 4.0 percent or 39,000 delinquent re-
turns and $31.3 million or 16.8 percent over last year.
In addition, this year 1.77 million delinquency investi-
gations were conducted, an increase of 3.4 percent over
the record number of 1.71 million in 1963. These de-
linquency investigations result primarily from a check:
of records of previously filed returns and constitute
onc of the major methods of detecting nonfilers.

A’ nationwide compliance survey in selected geo-
graphical areas of special tax stamp requirements for
coin-operated amusement and gaming devices was
completed during 1964 in coordination with the De-
partment of justice drive on organized crime. The
survey resulted in $511,500 in tax and penalties on
9,095 unreported devices.

In the future, the delinquent returns program is,

expected to yield even more rewarding results since
manpower was made available in 1964 for work on
new aspects of the problem of securing delinquent
returns. Already selective studies have been initiated
into the development of returns compliance leads and
investigative techniques. Test compliance surveys were
conducted in several districts on income, employment,
and selected excise taxes. The experience resulting
from this and similar future cfforts is expected to pro-
vide a basis for the design of compliance programs of
national scope as well as guidance for programs directed
to particular local district requirements.

TAX FRAUD INVESTIGATIONS

All Intelligence enforcement programs were main-
tained at a high level, with continued progress towards
the objective of ferreting out tax law violations by all
strata of society, in all geographical arcas and for all
types of taxes. This year significant increases in the
number of full-scale investigations and prosecution rec-
ommendations were coupled with a decline in the
number of preliminary investigations. The reduction
in preliminary investigations resulted from closer evalu-
ation of allegations of fraud, thereby achieving more
effective use of investigative manpower.
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A summary of investigations by special agents
follows:

.

) Tax fravd investigations

’

0

Type L 1964 | 1963
Full-scale i igations, total. 3,797 3,648
Prosecution total 2,392 2,208
Fraud 1,032 94
Wagering. 1,258 1,133
Coin-operated gaming devices. 38 35
Mi

Prosecution not tatal 1,405 1,440
Preliminary i total 9,846 | 10,873
Fraud and mi 7,95 | 8,765
Wagering and coin-operated gaming devices......._.....| 1,8% 2,108

The Service continued to participate in the Depart-
ment of Justice drive on organized crime through the
investigation of the tax affairs of major racketeers and
by conducting nationally coordinated and independent
raids on wagering tax law violator establishments.
Raids were made in 284 cities, and resulted in the arrest
of 988 persons, the seizure of 193 automobiles, $665,000
in currency, and considerable gambling equipment.
Among the notorious evaders convicted in 1964 of
criminal tax law violations were: Leo Carlino, New
York; Anthony Dolasco, Newark; Benny Magliano,
Baltimore; Anthony Grosso and Sam Mannarino, Pitts-
burgh; Fred Mackey, Gary, Ind.; Max Jaben, Kansas
City, Mo.; and Joseph (Doc) Stacher, Los Angeles.

The effectiveness of special agents was increased this
year through the streamlining of training programs and
through the greater use of technical investigative aids,
such as portable reproduction equipment. The in-
creased use of this equipment and the reduction in
training time, together with continued efforts toward
improving manpower utilization, resulted in special
agents devoting approximately 5 percent more time to
direct investigative work than in the preceding year.
Consequently, special agents completed more full-seale
investigations with prosecution recommendations,

CASES INVOLVING CRIMINAL PROSECUTION

Total additional taxes and penalties of $113.6 million
were involved in cases received in the Chief Counsel’s
Office with recommendations of criminal prosecution,
This reflected a decrease of $8.4 million from the prior
year.

An analysis of criminal tax cases of all types (other
than wagering-occupational tax cases handled at the
district level) flowing from the Assistant Regional Com-
missioner, Intelligence, through the Office of the Chief
Counsel and the Department of Justice follows:

ENFORCEMENT ACTIVITIES

Receipt and Disposal of Crir’v;_inul Cases in Chief Counsel’s

ice
Status 1964 1963
Pending July 1 1 2,956 2,813
Received, total 1,493 2,123
With ions for 7
With requests for opinion, etc___..._.__. - . __T2111 | e
Disposed of, total 2,385 1,980
Prosecution not warranted. .. ____ 108 151
P of Justice declined 64
038 - 1,919 1,405
inions delivered 90 120
I other closings. 166 221
Pending June 30 1 2,104 2,956

! Includes cases awaiting action in Department of Justice exclusiva of
tax cases referred by lntvﬁlzence Division, of wogering

A total of 947 income and miscellaneous criminal
cases, with prosecution recommendations involving
1,265 prospective defendants, were forwarded to the
Department of Justice. This was an increase of 10.8
percent in the volume of referrals over the prior year.
In 1964, indictments of such cases were down 16.9 per-
cent and the total disposal of cases in those categories
in the district courts decreased 5.1 percent.

In income, excise, and wagering tax court cases,
1,314 defendants pleaded guilty or nolo contendere,
224 were convicted after trial, 81 were acquitted, and
188 were dismissed.

A comparison of indictments and court actions for
the last 2 years follows: )

Resvlts of criminal action in tax fraud cases

As the result of actions taken against violators of the
laws relating to alcohol, tobacco, and firearms taxes,
a total of 7,195 cases involving 8,198 defendants were
reported to U.S, attorneys for criminal prosecution, an
increase in cases of 1.9 percent compared to last year.
The number of indictments and disposals for the last
2 years are shown in the following table:

Results of criminal action in aleohol, tobaceco, and firearms

cases

;h:ml;er of

Action lefendants

1964 1963
i and information:
Dispasals, total g,’ 223 (ssj (712
Plea, guilty or nolo contendere.

Convicted atter trial . “im | o
Acquitted. 298 369
Nol-prossed or dismissed_.____ " T7TTTTTTTITTTT §72 €88

SUMMARY OF ADDITIONAL TAXES FROM
DIRECT ENFORCEMENT

ADDITIONAL TAX FROM DIRECT ENFORCEMENT
(including interest and penaltios)
Millions of doliars

From audit

éﬂ:m%@r of
Action efendants
1964 1963
Totat
ndi and it 1,856
Dispasals, total. 1,5%
Piea, guilty of nolo contendere_
Convicted after trial________ b }%
Acquitted 81 73
Nol-prossed or dismissed.._________ __ 777777 230
Income and miscetlaneous cases 3
I and
Disposals, total o %g gﬂ
Plea, guilty or nolo contendere..
Convicted after trial ?g sgg
Acguitted. 40 49
Nol-prossed or dismissed. 168 17
Wagering tax cases
i and i
Disposals, total - l,ggg l'ggg
Plea, guilty or nolo contendere....____..
Convicted after trial......._... ___J] 127777 g); sgg
i
Nol-prossed or dismissed.._-~_7 71T T 7T 1;(1) lg

} Includes cases dismissed for the following reasons: 19 because of d

tn follow, : f
rincipal defendant, 5 because of serious iliness, and 78 because pvim:i;::nd:-
endant had pleaded guilty or had been convicted in a related case,

1 Includes income, estate, gift, and exci i
Iobacey, ny pame. estate g nd excise taxes other than wagering, alcohol,

743-871 O-65-3

From delinquent
feturns socured

From taxpayer
delinquent accounts
collectad

The above chart summarizes and compares the
amounts of additional taxes resulting from the various
enforcement programs. This year the total amount of
additional taxes, penalties, and interest assessed, almost
all of which is collected, was a record $2.5 billion.’

Additional assessments resulting from the examina-
tion of tax returns totaled $2.1 billion, an increase of
$202.0 million over last year. The assessments rep-
resent increases in liability as finally determined in
examined cases closed at all stages of consideration,
including cases closed by district audit divisions and
cases closed after appeals action or court decision.
Since many of the assessments made in fiscal 1964 in-
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volve cases which were examined in a previous fiscal
year, the amount of additional taxes assessed should
not be regarded as a measure of current year audit
activity.

Additional revenue produced by mathematical verifi-
cation of individual income tax returns was up $17.4
million and taxes, penalties, and interest on delinquent
returns secured increased $40.2 million.

The following table shows the additional taxes, pen-

alties, and interest by source:
Tax, penalties, and interest g from direct enforcement

{tn thousands of dollars)

Hem 1964 1963

Additional tax, penalties, and interest assessad, totat.| 2,505,249 2,243,35
From ination of tax returns, total. 2,062,008 1,859,975
Income tax, total. 1,750,565 1,569, 849

Corporation.. 901, 854 807, 568
Individual and fiduciar,

Prerefund aud|t, 123,799 89,602
Reguiar audit.... 724,892 672,678
Estate and glét tax. 268, 499 241,647

Employment tax (including withheld
incgme tax). 7,639 8, 332
35,315 40,147

From mathematical verification ¢! income tax
eturns, 165, 501 148,113

From National Identity File. 2,260
From delinguent raturns secured, total_ ... 275, 480 235,267
By district collection divisior 217,860 186,574
By district audit divisions. .. 67,620 48,633
Cisims disatlowed
Total. 445,556 1,080, 794
By district sudit divisions._.. 317,911 948, 441
By regionsl appeliate | divisions.. 27,645 132,353
Delinguent taxes collectad
Total. 1,322,170 | 7 1,282,812
ccounts. 1,074,988

[l 1,083,000
Trust fund taxes. 247,182 189,812

* Revised.

TAXPAYER DELINQUENT ACCOUNTS

Increased activity at the Service Centers in June 1964
compared with June 1963 caused new delinquent ac-
counts to reach higher levels during the year than
would have otherwise occurred. These new accounts,
added to the new accounts issued in July 1963 that
ordinarily would have been issued in June 1963, raised
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the year’s total to 3.1 million delinquent accounts, 6.5
percent higher than the number issued last year. How-
ever, the amount of delinquent tax involved, $1,463
million, was $12 milljon less than last year.

In recent years cmphasis has been placed on 'reduc-
ing inventories; in 1964 special efforts were diretted to
this program. Despite the large number “of new
accounts in June, which offset much of the inroads
made into inventory levels through the first 11 months,
the 1964 inventory totaled 956,000 accounts, an actual
reduction of 1.2 percent below last year. Moreover,
this represents the second lowest June inventory
reached since 1954. The amount of delinquent taxes
involved in the accounts pending at the close of the
year aggregated $1,098 million, $57 million more than
last year.

TAXPAYER DELINQUENT ACCOUNTS
Miflions of dollars

1,483

Issusd
1475

]

Closed 450

1,510

]

Inventary
June 30

1,008

|

1,041

1984 1963

|

The Service continued to emphasize and expand the
trust fund tax collection program under which im-
mediate contacts are made to collect withholding and
similar trust fund taxes from employers and excise tax-
payers who have failed to pay the tax when due. A
total of 114,000 trust fund accounts, 27,000 more than
in 1963, was collected while still in notice status. In
addition, over 10,000 dishonored checks, submitted in
payment of trust fund taxes and amounting to $8 mil-
lion, were collected.

The delinquent accounts activity (including activity
related to the accelerated collection of trust fund taxes

ENFORCEMENT ACTIVITIES

and dishonored checks while in notice status) is shown
in the following table:

Taxpayer delinquent accounts

Number Amount
(thousands) (thousand  dollars)
Status.

1954 1963 1964 1963

Issued..
Closed, tof
By type of acti
" |I :I

omu dnpoms D

Work flow in the Intemal Revenue Service and the courts,
fiscal years 1964 and 1963

1964 1963
N,
Returns.

Ttem

Tax returas filed, total_ 100, 066, 188 { r 97, 833, 787

65,154, 491 '63 679,476
1,367, 400 1,281,539

Individual income.
Corporation incom:

Pending June 30, total:..

Accelerated collection of trust fund
axes: ¥

Received.._ 205 fr150 [ 397,931 ( r 327,788
Coltected__ 14 87 247,182 | r 189,812
7 Revised.

1 Includes disposals due to uncollectibility and erronsous and duplicate assess-

ents.
% Includes collections of dishgnored checks.

WORK FLOW IN THE SERVICE AND COURTS

Most of the work of the Service is generated by the
millions of returns filed every year. The time elapsing
between receipt and final disposition of a return may
vary from a few days or weeks for the simplest to sev-
cral years for the most complex, especially when fraud
or appeals and litigation are involved. For this rea-
son, the work of the Service does not flow through a
complete cycle during any one year. However, the rela-
tive volume of returns processed at each administrative
level of the Service and the courts is exemplified by the
workload for any given year. In evaluating the work
flow, it is necessary to recognize that the unit count
at the point of receipt and in the audit divisions is on a
return basis while in the appellate divisions, intelli-
gence divisions, and the courts the work unit is the
case. Cases may involve one or more returns. Since
the major administrative burden is on the processing
of income, estate, and gift tax returns, especially at
the appellate and court levels, the following tabu-
lations (returns filed and internal revenue collections
excepted) are confined to these types of returns:

Estato and gift_. 194,511 179,446
3,065 2,879 | 1,462,561 | 1,474,762
3,077 (2,967 | 1,449,588 | 1,509,916 Excise Zé Si’i sgo 2§ 139, 715
Other income . ________ T TN 7,671,565 | 7589, 17
2,597 2488 | 1,030,262 { 1,053,035
5| 375 i P INCOME, ESTATE, AND GIFT TAXES
956 968 [ 1,098,447 | 1,041,148 Numsber of returns examined.
.............. 3,440,192 | 3,
Returns with adjustments proposed by audit 19 3,673,939

divisio: ns._

Disposed of by au 2,381,058 | 2,329,658

Agreed, Dlld nl du'nultod .................... 2,108,136 2,102,069
G
Civil cases e
1964 1963
Total u:alvuﬂ in appellate divisions__.....__...._| 2]
Disposed of b ilate division: 1,889 18,326
P Agr 16,766 14,179
aurts ot orig
Tax
; Sl E
Settled by stipufation. .. 4,947 4 §71
Soite by Tax Court Gecisi 867 1,089
y Tax Court but a
District courts and Court of Clai r’:\x 9 3”
Yotal flud in district courts and Court of
C - 1,494 1,407
Samnd m district courts an 8% 764
!LEI ided by district courts anﬂ Cour\ u'
llms
Courts of 488 486
Semnd by courts of appeals decision. 520 349
Fan ie to Gover 344 229
Favorable to taxpayers.. 139 38
odified 37 2
Declded by courts of appeals but reviewed by’
SunumoCa . 3 [
Supreme
Smlud hy Supreme Court decision............. 4 7

Fraud cases !

Received fm full-scala investigation in intelligence
divisioy 2,41 2,239
Dlsmnd nl by intalligence divisions:

Pvu:ecutlnn recommended.. . 1,032 994
Prosecution not recommended. 1,165 1,228
Disposed of by Office of Chief Counsel:
Prosecution not warranted, including cases de-
clined by the Department of Justice______.... 170 228
1,919 1,405

" Revised,
! Includes excise tax cases.
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Amounts of revenue involved at each level of the tax system
fiscal years 1964 and 1963

{Miikions of doliars)

“tem 1964 1953
Internal revanus total. 112,260 | 105,925
Individual income taxes, total. ... cooemeeaooeies| 54,590 | 52,988
Withholding. 39,258 1 38,719
Other. 15,331 | 14,269
ncome taxes 24,301 | 22,336
Estate and !m nu! 2,418 2,187
17,003 | 15,004
Exciso taxes 13,850 | 13,410

INCOME, ESTATE, AND GIFT TAXES

Civil cases

Additional tax and penalties in cases disposed of in sudit divi-
sions by agreement, payment, or default. . 1,213 1,147
Additionai tax and pnnamu in cases dispose
divisions by ! ment o1 detault . 208 179
Addmnnal lu s penalties determined by ssttiement in Tax

105 8l
Addnm 1 tax and penaities determined by Tex Court deci-
sion:
Dismissed. 3
Dacision on merits 25 26
Additionsl tax and penaltles in cases decided by Supreme
Court end courts of appeals. - 17 g -
Amount retunded to taxpayers as a resut of refund suits.____| 45
Fraud cases !
Duﬂ_ci_lr_mie: and panaities in cases disposad of in intelligence
4 116
Prosecution not warranted and cases dectined by De-
partmant of Justice. 17 23

1 Includes excise taxes.
OFFERS IN COMPROMISE

Payment of tax liability may be compromised where
it has been determined that the taxpayer cannot pay
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the full amount of the tax liability, including interest
and penalties, or where it has been concluded that there
isndoubt as to the amount of the taxpayer’s liability.
These circumstances account for substantial differences
between the amounts of offers and liabilities, -/

Since the final phase of the long range offer ifi com-
promise decentralization was made effective on July 1,
1963, a successful and active program has been ac-
complished by means of revised detailed instruction
documents, advisory memoranda, and periodic analyses,
which have been made available to field personnel.

In addition, regional seminars have been held for
the purpose of achieving uniformity in the treatment
of taxpayers and for the valuable exchange of informa-
tion which is of assistance in resolving technical and
procedural problems,

The Service also effected a functional reassignment
designed to further unite responsibility and authority
over offer in compromise matters in the same admin-
istrative officer. The power, hitherto exercised in the
Audiz Division, to accept or reject offers in compromise
of criminal liability, and of civil liability of less than
$100,000, arising under the liquor taxing provisions in
Chapter 51 of the Internal Revenue Code, and under
the National Firearms Act (ch. 53, .R.C.), has been
delegated to the Director of the Alcohol and Tobacco
Tax Division.

The following table provides detailed information on
compromise cases closed:

Offer in compromise disposals

Number Amount (thousand doltars)
Typo of tax or penalty Liabilities Offers
1964 1963
1964 1963 1964 1863

Offers sccepted, total 10,584 10,984 44,493 21,420 10,121 7,215
Income, pmﬁlx, estats, and (lﬂ llla! 890 810 29,517 18, 860 6,383 4,013
Employment 908 864 6,514 6,154 2,015 , 958
Alcohol taxes. 97 95 466 228 1 121
DOther excise taxes ’ 179 228 5,438 3, 606 1,025 776
Delinquency penalties on ali taxes 2,818 2,978 1,557 1,622 329 304
Specific penalties. §, 692 5,989 177 103
Offers rujected or total. 4,370 4,360 73, 559 86,173 11,678 13,003
income, profits, estate, and gift taxes. 1,m 1,643 51,589 63,272 7,887 9,191
and taxes. 1,328 1,206 1, 564 12,638 2,432 2,72

Aleahol taxes. 77 95 !
Other excise taxes 360 351 9, 065 9,146 1,095 902
Delinguency penalties on all taxes. B4g 945 815 670 181 129
Specific penalties. 45 30 14 5

COLLECTION LITIGATION LEGAL SERVICES

The legal work relating primarily to the functions
of the district directors’ offices continued to maintain
the general level of activity reached in 1958. The
number of cases received during the year was 11,987

%

as compared with 11,366 for 1963. The number of
cases disposed of during the year was 11,762 compared
with 10,922 for 1963. The inventory of pending cases
at the end of the year stands at 5,054, an increase of
225 from the 4,829 cases pending at the end of 1963.

ENFORCEMENT ACTIVITIES

For a detailed statistical report of the cases received and
disposed of during the year, see tables 23 through 25
on page 97.

Although statistical data is useful in measuring the
workload of a particular function, the activities of the
lawyers handling collection litigation cases are quite
varied, such as the maintenance of daily contacts with
the district directors’ offices in rendering formal and
informal assistance. This maintenance of contact has
evolved into an operation that can quickly and effec-
tively handle the problems which arise. Further,
through participation by these lawyers in the in-service
training program a relationship is established at the
recruit level to form a basis for a smooth working
coordinated effort.

During the year three United States Supreme Court
cases vitally affecting legal problems in collection work
were decided. In addition, the Supreme Court granted
certiorari in three cases decided by United States Courts
of Appeal. For a summary of these cases see pages 64
and 65.

FEDERAL-STATE COOPERATION

The growing importance of Federal-State coopera-
tion in tax administration was reflected in the signing
of 11 new cooperative exchange agreements during the
year. The agreements were concluded with the States
of Florida, Idaho, Massachusctts, Nebraska, New
Hampshire, New Mexico, New York, Oklahoma,
Tennessce, Washington, and Wyommg

Thirty-one such agreements were in effect at the
end of the year, and negotiations were underway with
four additional States.

Keener appreciation of the mutual benefits accruing
to tax administration from the cooperative exchange
program at both the Federal and State levels has been
primarily responsible for the unprecedented rate of
increase in the number of outstanding agreements.
The potentials for Federal-State cooperation were en-
hanced by the expansion of the Service’s ADP program
and the adoption .of machine processing by many of
the States. The use of ADP-generated data has facili-
tated the exchange of special lists of taxpayers and
other information at a reduced unit cost.

A developing facet of Federal-State cooperation dur-
ing the year was the preparation of special statistical
tabulations and the training of a limited number of
State tax personnel under authority of P.L. 87-870,
which provides for special services to be performed for
the States on a reimbursable basis.

INFORMANTS' REWARDS

Informants are those who voluntarily furnish infor-
mation which otherwise might not be disclosed to, or
discovered by, the Service’s personnel., The value of
the information is taken into account in determining

whether a reward shall be paid, and, if so, the amount
thereof.

From information furnished by informants, the
Service recovered $18.1 million in 1964, up from $12.7
million in the previous year.

The table below summarizes activity in this area
during the past 2 years.

Receipt and disposal of claims for informants’ rewards

Status 1964 1963
Pnndmz Juiy 1 number. 4,930 5,000
Rec do. 4,781 4,196
Dlspnud ‘of, totai, do. 4,494 4,266
Rejected. do 3,672 3,513
Allowed. do, 822 753
Pending June 30, do 5,217 4,930
Amount allowed on claims disposed of ._...__.i dallars_| 565,254 458, 688

ALCOHOL AND TOBACCO TAX ENFORCEMENT

The three-pronged attack on the illicit liquor trafhe
initiated in 1958 and applied through the concentration
of enforcement effort on the apprehension of major vio-
lators, disruption of the flow of raw materials necessary
for the production of illicit spirits, and the arrest of
violators at the time of distillery scizures, has proven to
be a sound enforcement approach and was continued in
1964. Recent favorable court decisions relating to the
admissability and sufficiency of evidence led to in-
creased efforts toward the perfection of cases of quality
and substance as a means of insurirg that each investi-
gation contains the elements for successful prosecution.

Encouraging signs are in evidence that inroads are
being made against the criminal traffic in illicit liquor.
Syndicate operations in the New York and Mid-Adan-
tic regions involving large continuous process stills have
been virtually eliminated. The average utilized mash
capacity of the total illicit distilleries seized in the
United States was 892 gallons in 1964 as compared to
the 1959 average of 1,097 gallons, or a reduction of 18.7
percent in production capability over the 5-year period.
In 1964, violators were identified and listed as defend-
ants in 87.1 percent of the 6,646 cases made for viola-
tion of the liquor laws. A total of 416 major violators
were convicted, with lengthy prison sentences imposed
in most cases.

The program directly involving illicit liquor activities
required 71.2 percent of available investigator man-
years. The balance of the investigative effort was ex-
pended on general enforcement programs, including
firearms, liquor dealer and tobacco investigations as
well as investigations requested by the Auorney Gen-
eral and assignments to the Intelligence Division in
connection with the drive on organized crime,

Violations in fourteen southern states accounted for
91.3 percent of the distilleries seized, 955 percent of
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the mash seized, 79.8 percent of the vehicles scized,
and 85.0 percent of the arrests during 1964, Seizures
of mash and nontaxpaid distilled spirits were about
the same as last year while the number of distlleries
seized increased 8.4 percent. The number of arrests
were down 3.6 percent and vehicles scized were 5.5
percent less than the previous year. Principal data
on scizures are shown in the following table:

Seizures and arests for alcohol, tobacco, and firearms

violations
ttem 1964 1563
Seizuras:
illeries. ... 4,748 4,382
Ulls at distitleries. .- 6,837 6,213
Nontaxpaid  distilled  spirits. .-gallons__ 148,021 148,940
Mash galions. 3,123,783 | 3,082,617

Vehicies. number...

Property (appraised value). ... doftars .| 2,433,503 | 2,110,380
rests 1 8,188 8,507

number.

Ar

1 Includes ) arrest for tobacco violations and 300 arrests for firsarms violations
tn 1964 compared with 2 and 352, respectively, in 1963

Note.—Includes seizures and arrests in cases adopted, as well as originated,
by the internal Revenue Service.

The Service’s statutory power to effect a forfeiture of
property valued at $2,500 or less which has been used
or is intended for use in violation of the internal
revenue laws has proved of particular value in the en-
forcement of the alcohol, firearms, gaming devices, and
wagering laws. In order to provide relief for persons
who had acquired an interest in such property with-
out knowing or having reason to know that it might be
involved in an illegal use, the provisions for the remis-
sion or mitigation of forfeiture under the customs laws
are applicable to internal revenue forfeitures. The Serv-
ice investigated and disposed of 476 such petitions dur-
ing the year.

FIREARMS PROGRAM

The assassination of President John F. Kennedy
aroused concern on the part of the general public over
firearms, their use in crimes, and their control. Present
day public interest culminated in the decisions of
United States Attorneys to take a closer look at viclations
of the Federal and National Firearms Act in terms of
prosecutive action, and has resulted in an increase
in fircarms investigations throughout the Nation.

In the area of public information, 2 permanent-type
exhibit, which contains unserviceable firearms depicting
the six categories subject to registration and control
under the National Fircarms Act and notations as to the
provisions of the Act as well as the role played by the
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Service in its administration and enforcement, was
manufactured and shipped to each region earlicr in the
year. These exhibits are attracting many spectators
wherever displayed.

Registration of firearms totaled 486972 comfpared
with 537,132 in 1963. Investigations of violations of
the National and Federal Firearms Act and the Act of
August 9, 1939 (49 U.S.C. 781) resulted in the perfec-
tion of 373 criminal cases, 300 arrests, and the seizure
of 94 vehicles and 3,567 fircarms. During 1963 these
investigations resulted in the perfection of 358 criminal
cases, 352 arrests, and the seizure of 115 vehicles and
725 ficcarms.

The interest of the Subcommittee on Juvenile Delin-
quency of the Senate Judiciary Committee in a revi-
sion of the Federal Firearms Act so as to restrict the
“mail order” sale of firearms to juveniles continued and
its work on this subject formed a focal point for addi-
tional legislative proposals initiated as a result of the
death of President Kennedy. Although no bills have as
yet been enacted, 22 bills were pending at the close of
the year, 19 of which deal with proposals to amend
the Federal Firearms Act (15 U.S.C. Ch. 18) and 3
with proposed amendments to the National Firearms
Act (26 US.C. Ch. 53). The Service continued its
close cooperation with the staffs of the congressional
subcornmittees engaged in the consideration of these
proposals. Its representatives appeared at hearings
held by the Senate Commerce Committee and pre-
pared reports and technical memoranda on eight of
these measures.

The Service has continued its close liaison with the
Department of Defense to make certain that surplus
submachineguns and other National Firearms Act
weapons, sold as junk, are released in such condition
that they cannot again be readily rendered operable.

The effect of the unfavorable decision of the Court of
Appeals for the Ninth Circuit in Russell v. United
States, 306 F. 2d 402 (1962), holding unconstitutional,
on grounds of sclf-incrimination, the registration re-
quirements of the National Firearms Act and reversing
a conviction of failing to register a firearm (Sec. 5841,
LR.C.) has been considerably mitigated by the Court’s
refusal to review Frye v. United States (315 F. 2d 491
(9th Cir. 1963), cert. denied 375 U.S. 849), and Sipes
v. United States, (321 F. 2d 174 (8th Cir. July 1963),
cert. denied 375 U S. 913), in which the courts of appeal
had distinguished Russell and upheld the conviction of
defendants for possessing an unregistered firearm and
an illegally made firearm (Sec. 5851, LR.C.).

Supervision of the Alcohol
and Tobacco Industries

GENERAL

The Service continued its cooperation with the
Department of Agriculture in the grape “setaside”
program. This program involves the Service’s super-
vision of the distillation and shipment of spirits pro-
duced from California grapes which were declared by
the Grape Crush Administrative Committee of the
U.S. Department of Agricdlture to represent surplus
production. ‘These spirits are not to be disposed of for
beverage purposes but arc restricted to industrial
use only.

As a result of cooperative efforts by the Alcohol and
Tobacco Tax Division and the Joint Committee of the
States on Alcoholic Beverage Advertising and with full
support from the National Conference of State Liquor
Administrators and the National Alcoholic Beverage
Control Association, a study of the diversity in state
regulatory requirements governing the advertising of
alcoholic beverages was completed. This study, cover-
ing a period of approximately 2 years, led to the Joint
Committee’s recommendation that the several States
adopt a proposed uniform regulation governing the ad-
vertising of distilled spirits and-wines in newspapers
and magazines. Some 20 States have adopted the
recommendations and issued regulations which closely
follow the Federal advertising standards. A number
of other States have indicated approval of the program
but have had to delay implementation because of legal
considerations which must first be resolved. For titles
and details of Service publications dealing with alcohol
and tobacco tax matters, see page 58.

In the administration of the laws and regulations
governing the manufacture, storage, and distribution
of alcoholic beverage products and industrial alcohol,
and the use of industrial alcohol and products made
therefrom, the Service has encouraged continuing de-
velopment of improved methods and equipment and
more efficient utilization of manpower and equipment
for both the industries and for the Service. For ex-
ample, the Service has revised methods of control which
permittec several distilled spirits plants to install and
further develop medern, automated, continuous-flow
systems in which alcohol is produced, denatured, and
shipped to industrial users through sealed pipelines and
equipment.

AUTHORIZATION OF INDUSTRY OPERATIONS

In administering the provisions of the Federal Alco-
hol Administration Act and its related regulations,
50,805 applications for label approval or exemption from
label approval (21,099 applications for distilled spirits,
27,126 for wines and 2,580 for beer) were processed
during the year compared with 46,949 applications
during 1963 or an increase in workload of 8.2 percent.
A total of 20,178 issues of newspapers and magazines
were examined to determine whether the alcoholic bev-
erage advertising contained therein complied with the
Act and regulations and 2,460 radio and television com-
mercials were similarly reviewed for compliance. In
addition, 1,154 proposed advertisements and projected
advertising campaigns which were voluntarily sub-
mitted prior to publication were reviewed as a service
to industry. Conferences with industry members, their
attorneys, or advertising agencies concerning advertis-
ing matters numbered 277, and 435 letters of technical
advice on advertising were issued to alcoholic beverage
industry members or their representatives.

In the National Office, 3,384 qualifying documents
were reviewed, 18 permits to use tax-free spirits and 21
permits to use specially denatured spirits were issued
to Government agencies, and 74 distinctive liquor bot-
tles were approved. The National Office processed
772 formulas for rectified products and 127 formulas
for wine.

ON-PREMISES SUPERVISION
During the year, continued emphasis was placed on

. attaining more effective manpower utilization. A long-

range plan was prepared in which a staffing goal of
421 positions was proposed for inspectors (on-premises)
which compares with an on-rolls figure of 484 on July
1, 1963. With only minor changes in the number of
plants requiring supervision (360 in June 1963 as com-
pared to 355 in Junc 1964), the plan was based on a
continuing program of analysis and modernization of
supervisory requirements.

Distilled spirits plants requiring on-premises super-
vision produced 8389 million tax gallons of distilled
spirits during 1964. Tax-frec withdrawals of spirits,
principally for use in the arts and industries, amounted
to 609.2 million tax gatlons of which 540.2 million tax
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gallons were denatured. Distilled spirits in bonded
storage at the close of the year totaled 1,057.3 million
tax gallons. More than 88.0 million proof gallons of
rectificd products were produced during the year. Dis-
tilled spirits bottled during 1964 totaled 228.3 million
wine gallons.

INSPECTION OF ESTABLISHMENTS

An Inspector’s Handbook, which is under develop-
ment is intended to further stimulate the audit-type
inspection program and result in more meaningful
inspections, especially at revenue producing plants.
The objectives of the “audit approach” to on-site in-
spection of plants and permittees are directed toward
strengthening the procedures for the measurement of
taxpayer compliance and self-assessment. Procedures
under this program make greater use of modern audit
methods and techniques and substitute a system of spot
checks and selective samplings for the former routine
inspection accounting, and require evaluation of the
records systems established by plant proprietors in order
that full advantage may be taken of such internal
controls.

During the year a total of 31,538 inspections were
completed, compared to 28,966 in 1963. This increase
was due largely to the phasing of Advanced Inspector
Trainees into independent productive inspectors.
Breweries and wineries subject to inspection produced
103.0 million barrels (of 31 gallons each) of beer,
205.7 million gallons of still and effervescent wines, 5.0
million gallons of vermouth, and 15.6 million gallons
of special natural wines other than vermouth. To-
bacco products factories, also subject to inspection, pro-
duced 7.7 billion large cigars, 913.2 million small
cigars, 15,505 large cigareues, 536.0 billion small ciga-
rettes, and 178.9 million pounds of manufactured to-
bacco (including smoking and chewing tobacco, and
snuff),

CHEMICAL ANALYSIS AND RESEARCH

Under a rencwed contract with the Atomic Energy
Commission, the National Office laboratory is expand-
ing research in neutron activation’ analysis to develop
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techniques specifically applicable to physical evidence
problems encountered in Treasury law enforcement
work. Federal court precedent was established in this
field in a recent case when the judge accepted as
evidence results obtained by using activation analysis
on soil samples. Soil taken from the bottom”of a
tractor-trailer which was seized with 2,418 galions of
“moonshine” in New York was identified by the lab-
oratory’s sensitive detectors as coming from an illicit
still-site in Georgia. At the annual meeting of Inter-
pol, in Paris, the National Office laboratory was ap-
pointed coordinator for the International Police Organ-
ization’s program for the study of neutron activation
analysis for all member nations.

Thin layer chromatography, an emerging analytical
technique of importance, is now being successfully
used by the National Office laboratory to reduce mate-
rially the time formerly required for the examination
of illicit drugs. Research is being carried out to further
extend this scientific tool to the identification of com-
plex drug mixtures by the development of suitable
solvent systems. Other research activities resulted in
the publication of nine papers in recognized scientific
journals.

The national and regional laboratories analyzed a
total of 40,559 samples in 1964. Of these, 9,316 rep-
resented illicit spirits and 6,334 were narcotic drugs.
During the preceding year, 39,600 samples including
8,600 of illicit spirits and 8,300 of narcotic drugs, were
analyzed. In the National Office laboratory, 2,655 new
formulas for the use of taxpaid (nonbeverage) alcohol
in foods, flavors, and medicines were approved and 647
samples were examined. Comparable statistics for
1963 are 2,825 formulas approved and 623 samples
examined. Manufacturers using specially denatured
alcohol submitted 4,876 formulas, 4,187 samples, and
8,754 labels for approval this year, compared with 3,904
formulas, 4,219 samples, and 9,211 labels submitted
last year. Increased activity by tobacco manufacturers
in the area of new product development has resulted in
a marked increase over the past year in tobacco samples
analyzed by the National Office laboratory.

Legislative Activities

GENERAL

The year was a busy one for the Service in the
area of tax legislation. The principal activities were
directed toward the Revenue Act of 1964. In addi-
don, study, research, and assistance were carried on
with respect to particular revenue measures enacted
by the Congress or still pending. The regular and
recurring functions performed by the Service in con-
nection with the Department’s legislative program, re-
ports on bills, drafting of legislation, and other tech-
nical work were continued.

LEGISLATIVE PROGRAM

The Service submitted 101 items to the Assistant
Secretary for Tax Policy for consideration in the formu-
lation of the Department’s legislative program. These
suggestions dealt principally with administrative prob-
lems, tax loopholes, and tax inequities. They were
developed from reports submitted by offices through-
out the Service; from research and study projects un-
dertaken to develop information about tax inequities,
abuses, and administrative problems which scem to
warrant corrective legislation; from suggestions made
by Members of Congress and the public; and from
suggestions submitted by employees through the in-
centive awards program.

It is through the Technical Coordination Program
that the field offices report to the National Office on
actual taxpayer cases involving tax abuses, inequities,
and administrative problems. These reports are
studied and evaluated in order to determine what can
be used as legislative suggestions from the Service to
the Department, This year, as usual, the program was
quite active.

LEGISLATIVE ASSISTANCE

President Kennedy in his tax message to the Con-
gress on January 24, 1963, recommended a reduction
in individual and corporate income tax rates and also
structural revision and reform directed toward the re-
lief of hardship, the encouragement of economic
growth, and the cquitable broadening of the tax base.
Representatives of the Service attended the executive
sessions of the House Committes on Ways and Means,
and assisted in drafting legislative language to carry
out tentative decisions of the Committee, and the
Committee report.

The Scnate Committee on Finance conducted pub-
lic hearings on the proposed Revenue Act of 1964 (H.R.
8363). Representatives of the Service attended the
public hearings and prepared summaries of the testi-
mony presented by the witnesses. When the Com-
mittee considered the legislation in exccutive session,
Service representatives assisted in drafting changes pro-
posed by the Committee. The Act was passed by the
Senate and on February 26, 1964, it was signed by
President Johnson and became Public Law 88-272.

Representatives of the Service attended the public
hearings and executive sessions of Congressional Com-
mittees on the enacted and pending bills listed below,
and prepared summaries of the testimony and decisions.
They also rendered other technical assistance in drafting
the legislation and related Committee reports.

Information reports, technical reports, drafts of bills
and accompanying technical explanations, and other
data relating to legislative matters were prepared for
the Office of the Secretary of the Treasury. Included
were 51 formal reports on Congressional bills which
dealt with proposals to amend the Internal Revenue
Code and other legislative matters, including private
relief bills.

In the aleohol, tobacco, and firearms area, 17 draft
reports and technical memoranda were prepared for the
Treasury Department on legislative proposals. Service
representatives appeared before the Senate Commerce
Committee at public hearings held on two firearms bills
and also before the House Ways and Means Committee
at public hearings to consider the need for additional
legislation relating to the production and distribution
of beer concentrate.

LEGISLATION ENACTED

Congress enacted a number of public laws relating
to tax matters, the most important of which (other
than the Revenue Act of 1964) are listed and sum-
marized below: :

Public Law 88-133 increases the amount of compen-
sation for services performed in any calendar month
which is subject to the employee tax, employer tax, and
employee representative tax imposed by the Railroad
Retirement Tax Act.

Public Law 88-153 extends for 2 more years the
period within which employers who have consistently
accrued vacation pay for income tax purposes pursu-
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ant to Income Tax Ruling 3956 may continue to use
that method.

Public Law 88-173 facilitates the restoration to the
Treasury of moneys made available to the States under
the Temporary Unemployment Compensation Act of
1958 and Title XII of the Social Security Act by modi-
fying the rate of employer repayment and by permit-
ting installment repayment by a State in licu of addi-
tional employer taxes.

Public Law 88-339 permits the return in bond in un-
changed condition of exports of tobacco products to the
factory of a manufacturer of such products without pay-
ment of duty equal to the internal revenue tax.

Public Law 88-342 prevents double taxation in the
case of certain tobacco products exported and returned
unchanged to the United States for delivery to a manu-
facturer’s bonded factory.

Public Law 88-348, the Excise Tax Rate Extension
Act of 1964 in general, postpones until July 1, 1965,
reductions in certain excise tax rates, and termination
of the excise taxes on general telephone service and
transportation of persons by air, which would have
become effective on July 1, 1964,

Senate Concurrent Resolution 19 expresses the sense
of Congress that Bourbon Whisky be recognized as a
distinctive product of the United States and suggests
that Federal agencies take appropriate action to pro-
hibit the importation of such whiskies.

LEGISLATION PENDING

Some of the tax bills passed by the House at the end
of the fiscal year and awaiting action by the Senate were
as follows:

H.R. 98, to permit a refund of the tax on imported
distilled spirits, wines, or beer found to be unmer-
chantable.!

H.R. 780, to provide a credit against the estate tax
for Federal estate taxes paid on certain prior transfers
in the case of decedents dying after December 31, 1947.

H.R. 3297, to exempt from income taxation certain
nonprofit corporations and associations organized to
provide reserve funds for domestic building and loan
associations, '

H.R. 3438, to amend the Bankruptcy Act with re-
spect to limiting the priority and nendischargeability
of taxes in bankruptcy.

H.R. 4649, to permit the use of certain volatile fruit-
flavor concentrates in the cellar treatment of wine.*

H.R. 5739, to correct certain inequities with respect
to the taxation of life insurance companies.

H.R. 7267, to authorize partial refunds of gasoline
taxes directly to applicators with respect to gasoline
used by them in providing services to farmers in farm-
ing operations,
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H.R. 8000, to impose a tax on acquisitions of certain
foreign securities in order to equalize costs of long-
term financing in the United States and in markets
abrpad.!

H.R. 10467, to continue for a temporary period; cer-
tain existing rules relating to the deductibility of ac-
crued vacation pay.' i

LEGISLATIVE IMPLEMENTATIONS

The Service is already well on its way toward imple-
mentation of the tax legislation enacted during the
year. Implementation includes the issuance of new
and amendatory regulations, revisions of tax return
forms and instructions, issuance of publicity primarily
through news or technical information releases, revi-
sion of Service publications, and issuance of special
instructions and procedures to field offices. In some
instances immediate action, particularly publicity, was
required to enable taxpayers to comply with require-
ments of legislative amendments or to take advantage
of tax relief afforded.

Some of the more important publicity releases on tax
legislation enacted during the year include the follow-
ing Technical Information Releases:

TIR-518 (October 16, 1963) calling attention to the
provision in Public Law 88-133 which increases the
amount of compensation subject to the employment
taxes with respect to services performed in November
1963 or any month thereafter.

TIR-555 (March 16, 1964) directing attention to
the provision in Public Law 88-272 under which a
taxpayer entitled to the investment credit is no longer
required to reduce the basis of qualifying property
on account of the credit, for depreciation or other
purposes, if it is placed in service by him after Decem-
ber 31, 1963.

TIR-558 (March 26, 1964) calling attention to the
provision in Public Law 88-272 allowing a deduction
from gross income for moving expenses paid or in-
curred by an employee in moving to a new principal
place of work.

TIR-573 (April 20, 1964) calling attention to the
provision in Public Law 88-272 which provides for an
exclusion from gross income, at the clection of the tax-
payer, of gain received from the sale or exchange of
the principal residence of a taxpayer.

TIR-604 (June 12, 1964) reminding taxpayers of
the provisions of Public Law 88-272 which might
require action by taxpayers before July 1, 1964, inr re-
spect of a special rule for determining when payment
of 'a charitable contribution consisting of a future
interest in tangible personal property is considered to
have been made.

* Signed into law following the close of the fiscal year.

Legal Activities

GENERAL

In recounting the accomplishments of the Service in
legal activities it is necessary to recognize that legal
services are an important element in all facets of tax
administration and therefore play a vital role in many
operations of the Service. Criminal prosecution cases,
civil litigation cases, legal services in collection litiga-
tion, and workflow of cases in the Service and the courts
are shown under Enforcement Activities. The legal
staff has always contributed much to the Service’s leg-
islative activities and will make an even stronger con-
tribution in the future (see Management Activities, p.
45). Detailed statistics on legal activities are shown
in tables 18-26 on pages 95-97. The most important
court actions are reported in the appendix, beginning
on page 64. -

CASE DISPOSALS BY OFFICE OF THE CHIEF COUNSEL

11,878

10922

6,677

6,027

1478

2,345

1,222
1,980 18618
1417

Collection  Tax Alcohol Entorce- Refund Other
litigation Court and ment

tobacco litigation

tax

1964 1963

I

CASELOAD .DISPOSAL ACTIVITY

The disposals of total cascload in the Chief Coun-
sel’s Office reflected an increase to 28,766 from the total

of 26,465 in 1963. At the end of the year the pending
total caseload was 21,305, a decrease of 1,129. Case-
load receipts increased to 27,637, up 676 cases from the
26,961 reccived in 1963.

CIVIL LITIGATION

The Government won five and lost two of the seven
civil tax cases decided by the Supreme Court in 1964.
This compares with nine Government wins, in whole
or in part, in 1963. The Government also won, in
whole or in part, 381 of the 520 civil tax cases decided
by courts of appeal (exclusive of collection litigation
and alcohol and tobacco tax legal matters), compared
with 271 of 349 such cases decided in 1963. Thus, the
Government's positton was wholly or partially sustained
in 73.3 percent of courts of appeal cases, compared with
77.7 percent in 1963. For details as to civil litigation
cases see tables 21 and 22 on pages 96 and 97.

In the trial courts (Tax Court, Court of Claims
and United States district courts) the record of Gov-
ernment wins, losses, and partial wins appears as
follows:

Trial court cases won, lost, or partially won by the
Govemment

Tax Court Court of  (District Courts
Ciatms
Action

1964 | 1963 | 1964 | 1963 | 1964 | 1963

212 | 293 14 3| 27 168
100 ) 109 15 12| 180 200
143 1 159 7 18] 45 56
81 at 58 81| 60 53

Lost..
Partially won..
Percent won or parf

TAXES IN LITIGATION

At the end of the year, $1.4 billion were involved in
liabilities for taxes and penalties being contested by tax-
payers. Actions for redetermination of proposed de-
ficiencies in the Tax Court are handled by th:'cight
regional counsels while those for refunds of taxes and
penaliies are handled at the National Office level.

In the trial or settlement of cases in the Tax Court,
the Court of Claims, and the Federal district courts,
$208.7 million was successfully defended as proposed
deficiency assessments, and $92.0 million was success-
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fully defended in refund suits, for a total of $300.7
million of revenue saved for the Government (sce the
table below).

Taxes in litigation

{In thousands of dollars)

Tax Court
Refund
Status Total litigation
Deficien- | Overpay-
cies ments

Pending July 1,469,649 | 926,419 | 141 421 401,809
Recaived... 556,863 408,122 22,23 126, 509
Dispasad of. 604,050 | 382,358 [ 84,658 137,033

Pending June 30. 1,422,463 | 952,182 79,000 | 391,281
Amount saved. .. 300,723 | 132,671 76,077 91,975

PERSONNEL

As of June 30, 1964, the Chief Counsel’s Office em-
ployed 1,276 persons, with attorneys numbering 644
and nonattorney employees 632, This figure repre-
sented a decrease of 14 employees from the preceding

n

year, and the attorncys were assigned to the National
Office and regions, as follows:

Office Number of Attorneys
National Office. ... .
Southeast Region. .
Northeast Region. . L20

Midwest Region 55
Central Region. ... 42
Southwest Region. .. 38
New York Region 59
Mid-Atlantic Region. 55
Western Region .. 59

TORT CLAIMS UNDER THE FEDERAL TORT CLAIMS
ACT

The number of claims for damages resulting from
the negligence of Service employees acting within the
scope of their employment continues to increase. Dur-
ing the year 143 administrative claims were disposed
of by the Service (as compared with 99 last year) and
11 tort suits for judicial determination were closed.
Twenty-eight tort suits were pending in the courts at
the end of the year.

International Activities

GENERAL

The work of the Internal Revenue Service overseas
consists of the performance of three broad but distinct
functions. Two of these functions have been per-
formed by the Service for many years. One involves
participation in the negotiation of tax conventions with
foreign governments and the preparation of regula-
tions under these pacts. Another is the administration
of Federal tax laws affecting mainly U.S. citizens and
business organizations abroad. A relatively new and
expanding function, made necessary by recent develop-
ments in world affairs, is the furnishing of technical
assistance to other countries in the process of strength-
ening and modernizing their tax administration.

FOREIGN TAX ASSISTANCE PROGRAM

The Foreign Tax Assistance Staff, which was act-
vated during 1963, was considerably enlarged in 1964
to meet requests for assistance in tax administration
from an increasing number of countries throughout the
free .world, To ensure effective coordination both
within the Service and among other agencies, the Staff
operates as an integral part of the Commissioner’s
Office.

The number of long-range Internal Revenue Service
tax modernization advisory teams assigned abroad rose
during the year from one in Chile to nine, including:
Colombia, Ecuador, El Salvador, Guatemala, Nicara-
gua, Peru, Korea, and the Philippines. At the close
of the year long-range teams were being planned for
eight additional countries, including Brazil and India.

During the samé period the number of long- and
short-term advisers assigned overseas rose from 17 to
50. With few exceptions the advisers were experi-
enced Internal Revenue Service officials who received
individual specialized training, including language
training, before departing for the assignments abroad.

Overseas assistance usually covers the full range of
tax administration, including audit, collection, intelli-
gence, automatic data processing, training, organiza-
tion and methods, and related programs. The Service
representatives assigned abroad under this program
function in an advisory capacity to the tax officials of
the host countries. In this manner the tax adminis-
tration experience and know-how, not only of the
United States but of other countries as well, are made

available to the participating countries on an organized
and systematic basis.

In addition to the efforts abroad, the Service received
morce than 150 visiting tax officials from 41 different
countrics. Some of these officials were of Cabinet or
Sub-Cabinet rank. Most of them received specialized
training for periods ranging from a few days to scveral
months. In countries where the Service has tax assist-
ance teams, these visits are coordinated with the Inter-
nal Revenue Service teams there, to insure maximum
application by visiting officials of concepts in tax admin-
istration which they acquire during their orientation in
the United States.

These programs, both in the United States and over-
seas, are conducted in close collaboration with the
Agency for International Development, Department of
State, and the Alliance for Progress.

TAX CONVENTIONS

Discussions took place in Washington with one coun-
try and abroad with six countries with a view to the
conclusion of four new income tax conventions and
three tax conventions supplementing those already in
existence. The texts of such agreements were in various
stages of development at the close of the year.

A supplementary protocol to the Swedish income tax
convention was signed on October 22, 1963, and a
supplementary protocol to the Netherlands’ convention
as it relates to the Netherlands Antilles was signed on
October 23, 1963.

A supplementary protocol to the Greek estate tax
convention was signed on February 12, 1964, and the
Senate gave its consent to the ratification on June 23,
1964.

The Senate Foreign Relations Committee opened
hearings on May 27, 1964, on an income tax convention
with the Grand Duchy of Luxembourg, two supple-
mentary protocols to the income tax convention with
Japan, the supplementary protocol to the Swedish in-
come tax convention, and the protocol supplementing
the income tax convention with the Netherlands as it
relates to the Netherlands Antilles.

On June 8, 1964, the President withdrew from Scn-
ate consideration the income tax conventions with India,

Israel, and the United Arab Republic.
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. INTERNATIONAL OPERATIONS

The Office of International Operations contjnued to
place emphasis on the coordinated examination pro-
gram. Under this program agents engaged in the in-
ternational operations of the Service advise and assist
district agents in the development of international is-
sues. Equally important to the advice and assistance
rendered was the imparting to district agents of the
specialized knowledge of these agents. As originally
conceived, this program was installed as a temporary
expedient to deal with cxisting problems while dis-
trict agents were gaining background in the interna-
tional area. During the year the decision was made
that agents assigned to the program would return
to the district offices prior to December 31, 1964, and
district offices would thereafter conduct audits of do-
mestic taxpayers involving foreign transactions. Par-
ticipation of the agents during the year has resulted
in the recommendation of additional tax in the amount
of $167 million in 378 examinations. Much of this
additional tax results from many novel issues raised
by agents of the Office of International Operations.

The Commissioner visited six countries in Europe in
the fall of 1963 to study the need for greater taxpayer
assistance to American individuals and corporations
abroad affected by provisions of the Revenue Act of
1962, During the 2-week trip, Mr. Caplin conferred
with key tax administrators and officials in France,
Switzerland, Italy, West Germany, the Netherlands,
and England to discuss cooperation in tax administra-
tion between the various countries and the United
States. In addition to conferring with United States
Embassy officials in the various countries, the Com-
missioner met with Service representatives who are
assigned to the Embassies.

The Service conducted a taxpayer compliance and
education program abroad. Twenty-three agents trav-

*eled in excess of 120,000 miles to visit 100 cities in
more than 50 countrics. These agents prepared returns
for 4,958 taxpayers reporting a tax liability amounting
to $1.8 million. A total of 15,052 persons was assisted.
Agents also conducted 14 schools attended by 613 mil-
itary tax instructors who in turn assisted armed forces
personnel abroad.

The foreign posts located at Paris, France; London,
England; Ottawa, Canada; Mexico City, Mexico; Sao
Paulo, Brazil; and Manila, Philippine Republic com-
pleted 65 work assignments covering audit and collec-
tion activities and disposed of 114 collateral informa-
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tion reports. A total of 93 foreign collateral investiga-
tions were conducted for the Intelligence Division.

Service officials consulted with foreign authorities on
the disposition of seven cases involving double taxa-
tion. Also, the Director of International Operafions
with other personnel of the National Office met ‘With
Canadian tax officials for the purpose of assuring con-
tinuing mutually satisfactory arrangements for the
exchange of information between the two countries.

During 1964, Service personnel visited the Islands of
Guam and American Samoa to provide guidance and
assistance in the administration of their social security
tax laws. A detailed review was made of the proc-
essing operations and their controls and safeguards
were checked to insure that revenue receipts are being
properly protected. Recommendations were made as
needed to improve their operations.

Negotiations with the Department of Defense to
accept notices of levy covering the salaries of their
civilian personnel overseas were successfully concluded
on March 20, 1964, when the Assistant Secretary of De-
fense formally agreed. Prior to this, we were successful
in negotiating a similar agreement covering military
personnel located overseas. Before these agreements,
delinquent accounts of overseas military and civilian
taxpayers employed by the Department of Defense were
referred to the Office of International Operations which
attempted to enforce collection by means of correspond-
ence. Also, due to the lack of enforcement powers out-
side the United States it was often difficult and some-
times impossible to cffect collection. District offices
now retain the delinquent accounts of military and
civilian taxpayers with overseas addresses and serve no-
tices of levy directly at the Finance Centers. These
agreements are significant accomplishments. They
not only simplified collection procedures but also in-
creased the enforcement power overseas. The effect
will go a long way toward increasing voluntary compli-
ance among these taxpayers.

Under the provisions of section 6046 of the Internal
Revenue Code of 1954 as amended by the Revenue Act
of 1962, United States citizens who were officers or
directors of- foreign corporations in which United
States shareholders held 5 percent or more interest and
each such shareholder were required to file an infor-
mation return as of January 1, 1963, These informa-
tion returns provided data concerning the extent of
United States interest with respect to unrepatriated
earnings of the foreign companies and other financial
data.

INTERNATIONAL ACTIVITIES

During 1964, approximately 24,500 information re-
turns were received regarding foreign corporations in
which United States sharcholders held a 5 percent or
more interest. When these data are tabulated, the
Service will have, for the first time, an inventory of
United States shareholders with S percent or more inter-
est in a foreign corporation together with an inventory
of foreign corporations in which they have an interest.
Each district will be furnished with the names of
United States shareholders in their district and the cor-
porations in which they have an interest in order that
they may be apprised of persons who may have income
from foreign corporations or who may be fiable for tax
under subpart F or subpart G added to the 1954 Code
by the Revenue Act of 1962. The law also provides
that whenever there is 2 change of ownership of as
much as 5 percent, another information return is re-
quired to be filed which will result in constant and
updated inventory.

Taxes withheld by domestic withholding agents, tax-
es remitted by foreign governments, and the number
of information documents filed are listed in the table
at the right.

The following table discloses the growth in United
States income paid to nonresident entities. The in-
comes covered in the analysis are the fixed or deter-
minable annual or periodic incomes paid to nonresident
entities and reported on Form 1042, the United States
Annual Report of Income Tax to be Paid at the Source.

Tax withheld from payments to nonsesident alien entitles of
treaty and nontreaty countries

Thoysand dollars
Number of
Country informa- | Taxwithheld [ Tax from
tion docu- | by domestic | f N gov-
ment withholding | ernment or | Total
agents withholding
agents
415,681 80, 859 16,605 | 97,464
2,821 204 204
70 [1 3 4
8,681 2,142 207 2,34
156,237 14,842 837 | 15,47
1,286 l;g 1t
32,439 2,851 40 2,89
8,206 1,371 1,32
Greact 1,812 183
Hondures. 303 108 101
reland, 2,912 293 3 299
taly. 5,050 527 527
pan. 1,304 399 [ioeeoaaaae
4,859 4, 282 5,172
2,685 1,999 5
49
3,149 211 2L,
23
3,079 Ml
27,682 19,389
nian of South Africs.._.. 36
nited Kingdom and over-
36as territories._ .| 42,259 17,439
Nontreaty countries b;
10425............ .| 63,077 12,187
Treaty and nontreaty countries
by coupon band information
documents........oonoeoenns 45,730 1,167 1,187

Negligible amounts of income subject to withholding
at the rates of 2 percent and 27 percent have been omit-
ted. Also the table does not necessarily reflect all of the
income going abroad due to the fact that some with-
holding agents do not report exempt income.

Growth in United States income derived by nonresident allen entities shown by rates of withholding tax

{In thousands of dollars]

) * Increase

Withholding tax rates 1957 1958 1959 1860 1861 1962 Sdumu

1957+196!
Exempt incame. 40, 857 74,117 117,997 145,923 149,750 128,313 87,656
$ percent. 49,370 83,627 74,924 102,779 38,116 44,503 —4, 867
10 percent. , 2,29 2,153 2,89 A 2,745 351
15 percent. 263,193 313,201 304, 531 351, 900 364,333 395,71 132,578
30 percent 67,380 73,439 72,632 79,45 77,097 62,857 —4,523
Tota! 422,534 526,679 51z, 23 682,951 632,182 634,189 211,195
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Planning Activities g

GENERAL

Planning is an essential phase of the tax adminis-
tration functions conducted at every organizational
level of the Service. Through the procedures estab-
lished for the annual updating of the Long-Range Plan,
a comprehensive system is provided for projecting
workloads and for developing and reviewing program
objectives, operational capabilities, and resource re-
quirements to assist top management in decision mak-
ing and in the formulation of policy. Since tax ad-
ministration involves a variety of separate functional
activities dispersed throughout hundreds of field offices,
the attainment of programs and goals is dependent upon
a high degree of integrated planning and cooperative
execution of the approved plans. Current programs
and work plans are included to insure that current
operations are consistent with and directed toward
established long-range goals.

SHORT-RANGE OPERATIONAL PLANNING

Since the long-range goals can be attained only over
a period of several years, an important aspect of the
Service’s planning activity is to define with maximum
precision that portion of the plan which can be achieved
in the next budget year and to estimate the funds neces-
sary to support these activities. Revisions to short-
range guidelines and priorities are made after appro-
priation of funds so that the final work-plans conform
with available resources.

Detailed work-planning and control systems are used
for analyzing and appraising workload and determin-
ing short-range manpower requirements in the Serv-
ice’s accounting, returns processing, delinquent accounts
and delinquent returns activities. These systems pro-
vide for identification and -evaluation of operational
steps, assignment of appropriate priorities to the vari-
ous work phases, and the allocation of manpower in
accordance with the predetermined priorities.

The allocation of resources to carry out approved
work plans is reflected in the financial plan where an-
nual appropriations are translated into allotments for
the Service’s various offices and activities. The finan-
cial plan provides national and regional program man-
agers with a “blueprint” as to the kinds and amounts
of work they are expected to complete and the man-
power and resources that will be given them to do it.
This is the final step in the Service’s budget cycle and
represents the culmination of planning which begins
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with the Long-Range Plan and preparation of annual
budget requests. The financial plan is subject to mod-
ification throughout the year as needs arise and to the
extent that compensating or supplementary resource
changes are possible.

LONG-RANGE PLANNING

The nature of tax administration requires foresee-
ing future needs with sufficient leadtime to recruit and
train specialized personnel to meet reasonably predicta-
ble workioads. These nceds are so large and com-
plex that they cannot be met adequately through short-
term programs. Through the medium of the Long-
Range Plan, a coherent action program is developed by
all components of the Service to meet long-term growth
needs, improve taxpayer compliance, and take full
advaniage of technological advances in all phases of
processing and management.

The importance of the growth factor in determin-
ing long-term Service needs is demonstrated by the
increased volume of tax returns filed in recent years
and the numbers expected to be filed during the next
decade. Between 1930 and 1939 the tax returns work-
load tripled from 6 to 18 million. By 1960 the number
had increased to 94 million or more than 5 times the
1939 total. The number filed during the 1963 calen-
dar year was approximately 98 million. Projections re-
cently prepared by the Statistics Division for long-
range planning purposes indicate that the volume of
returns filed will reach 112 million in 1970 and will
exceed 120 million by 1975. The table on the follow-
ing page shows the national projections for selected
types of returns.

In order to develop the Long-Range Plan most effec-
tively, more detailed information must be obtained in

a number of problem areas where information is lack-
ing. These areas involve (I) the size and nature of
the total tax administration workload; (2) the portion
of the total tax administration job that is accounted
for by current operations; (3) the portion of the total
tax administration job that is left undone; or the gross
tax administration gap; (4) the level of taxpayer com-
pliance; (5) changes in the level of taxpayer compli-
ance and whether compliance is increasing or de-

creasing under existing programs; (6) the effectiveness

with which current operations are being conducted;
and (7) the net tax administration gap, or that portion

!
¢
[}
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Selected types of retums filed in 1963 and projected for
calendar years 1965, 1970, and 1975

. {Thousands]
Projected
Type of return Actual
19631
1965 1970 1875
Total returns. . 98,328 {102,076 |112,071 { 121,624

Individual, total. .o eeen 62,994 | 65,346 | 71,831 | 78,039

56,035 | 56,793 | 58,407 | 59,500
6,959 | 8,553 [ 13,425 | 18,539

1,352 | 1,489 | 1,874 2,212
1,261 | 1,528 1,807

AG] under $10,0007_.
AGI $10,000 and over

Corporation, total__.
Form 1120, total

Under $50,000 2. 567 676 79

$50,000 under $1,000,000. 621 769 922
$1,000,000 or more.. 59 3 95

Form 1120-5_ 126 166 264 362
Form 1122.. n 62 B2 103
Employment.. 21,457 | 22,136 | 23,722 | 25,621
Allgmytr! - 12,525 | 13,106 | 14,643 [ 15,693

1Dats by size class ara estimatad.

% includes Forms 1040C, B, NB, NBa, PR, and SS.

tincludes Forms 1120 with assets not reported.

1 Includes individual | parts , ),
gift, exempt organization, special occupation, fiduciary, and excise tax raturns,
and Forms 7004 and tentative 1120L and M and 1042.

of the gross tax administration gap that is worth clos-
mng.

gTo obtain data relating to these problem areas and
to meet the demand for a long-range research program
which would complement and further the objectives of
the Long-Range Plan and other tax administration re-
quirements, the Service has developed and imple-
mented a Taxpayer Compliance Measurement Pro-
gram. TCMP is gathering new data in three distinct
phases (Delinquent Accounts—Phase 1; Delinquent
Returns—Phase 2; and Returns Filed—Phase 3), and
will integrate all essential information required to
measure the dimensions of Federal tax administration
workloads and trends; related requirements, such as
manpower, training, equipment and buildings; and the
basic economics involved, such as costs, direct and
indirect tax yields, and cost-yield ratios.

The Delinquent Accounts Phase was installed on a
nationwide basis on January 1, 1963, and a revised
continuation of this phase was installed ‘on January 1,
1964. The Delinquent Returns Phase, an initial non-
farm business survey conducted only in the Southeast
Region, was installed and completed during the period
May 6-August 31, 1963. A limited test survey of
“farm-business,” on which field work in six regions
will be done, will begin in September 1964. It is
planned to extend delinquent returns surveys to other
regions as returns processing is undertaken under
automatic data processing. The Returns Filed Phase
was inaugurated on January 1, 1964, and provides for
the analysis of a nationwide sample of 100,000 1963
individual income tax returns filed in 1964.

743-871 O-65~4

ORGANIZATIONAL PLANNING

As part of its general planning activity, the Service
also conducts continuing studies and projects designed
to increase the cffectiveness, productivity and economy
of the various organizational clements. In the last
year, such studies have included:

(1) A series of tests at sclected sample locations of
the need for providing additional clerical assistance to
technical personnel, and of the relationship of the addi-
tional costs of such clerks to the productivity of such
offices.

(2) Data requirements of various divisions of the
National Office were examined in terms of the most
cffective organization to be established in the IRS Data
Center (to be built in Detroit) to produce the needed
material.

(3) Both national and field offices were surveyed to
ascertain the appropriate criteria which should be pre-
scribed in locating local offices.

SYSTEMS DEVELOPMENT

Modernization of tax administration through sys-
tems development and improvement continued to get
major attention during the past year. A number of
projects directed toward this goal were completed or
moved forward significantly:

(1) IMPROVEMENTS IN THE SERVICE'S MASTER FiLe
ADP System.—To reduce costs and improve results.

Input.—Investigations of optical character recogni-
tion equipment and magnetic tape reporting as devices
for reducing input costs were accelerated. A serics
of test projects was started, or scheduled, to determine
the extent to which these two approaches may have
application in the Service. Preliminary indications are
that within 2 or 3 years, both devices are likely to be-
come important clements of the ADP input preparation
operations.

Ourpur—A project aimed at improving the cffi-
ciency of output printing operations was completed
with the installation and operation of a microfilm
printer at the National Computer Center. This
printer reads information directly from magnetic tape
onto a microfilm print with no intervening paper print-
ing step and will be used primarily to produce registers
and reference indexes of various kinds necded in dis-
trict offices. By 1966, the microfilm printer is expected
to be producing at least 700 million lines of printing
of this kind annually, resulting in a substantial reduc-
tion in printing costs.

Communications—A pilot project was developed to
determine the feasibility of transmitting data between
the service centers and the National Computer Cen-
ter, through the Federal Telecommunications System
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IMPACT PRINTER

Printers like this, now used by the Service In considerable
numbers, are capable of producing 600 lines a minute.
Nevertheless, many of them will be replaced by a micro-
film printer {see below).

MICROFILM PRINTER

nter con operate about 25 times as fost as the high-speed impact printer shown above. Costs will be cut
nproved on much of the Service’s data processing work through the use of this equipment.

PLANNING ACTIVITIES

(voice network) established by the General Services
Administration for use by Government agencies.
These data are now being moved on magnetic tapes
via public and private shipping facilities. The pilot
operation is expected to establish whether or not this
method of data transmission will meet the Service’s
needs in terms of volume, timing, and cost.

(2) Improvep Services From IMPROVED SYSTEMS.—
To service management objectives not now being served
or being served inadequately.

INFORMATION STORAGE AND RETRIEVAL—A plan de-
fining objectives and blocking out project areas was
developed as the basis for proceeding with the estab-
lishment of a servicewide information storage and re-
trieval system. Objectives to be served by such a sys-
tem—concentrated largely in the Service’s legal area
of work—are grouped into two broad classes: (a) Those
directed toward the attainment of maximum consisten-
cy of positions taken on legal issues, (b) those aimed
at improving the capacity of professional personnel
to rescarch case files, rulings, court decisions, technical
memoranda, and special studies. Some segments of
the. system relating to the reporting of legal issues have
already been installed.

Also, plans were developed in the past year to es-
tablish a master file of exempt organizations to enable
the Service to improve its administration in this area
of its legal work and to be more readily responsive
0 Treasury Department and Congressional information
needs. Gradual expansion of the overall information
system is planned as additional knowledge in this rela-
tively new field is acquired and applied.

CURRENT RESEARCH PROGRAM

Research activities continued this year on a broad
front. The demands for analysis of administrative
means to implement effectively the provisions of the
Revenue Act of 1964 accounted for a substantial por-
tion of research output. As in prior years, however,
internal management and operating problems gave rise
to numerous studies designed to assist in the plan-
ning of improved Service operations in the context of
an expanding automatic data processing system.

Of the research studies directed toward the admin-
istrative facets of the Revenue Act of 1964, the fol-
lowing constituted the more significant: (a) Changes
in individual deductions, especially the impact of the
new minimum standard deductions; (b) optional tax
tables; (¢) withholding tax tables; and (d) the tim-
ing of the reduced rate of withholding under the
Act.

To provide information for meeting operating and
compliance problems, surveys were made of (a) tax-
payer compliance in reporting capital gains on selected,
real estate transactions; (b) the manner and extent to
which taxpayer identification numbers were reported
on information returns by payers for calendar year
1963; and (c) taxpayer compliance in reporting inter-
est income from redemptions of Series E bonds. Addi-
tionally, work was continued on the more effective utili-
zation of information documents on two fronts: (a)
Completion of the initial phase of an expcrimental pro-
gram begun last year to furnish a comprehensive sys-
tem of compliance follow-up on apparent discrepancies
resulting from computer comparisons of income shown
on information documents with that reported on tax
returns; and (b) development of plans for the improve-
ment of information documents to permit their more
effective utilization by the automatic data processing
system and by reporting entities.

Numerous studies designed to furnish the basis for
refining the administrative operations of the Service
included (a) development of a method for estimating
future separations from ficld exccutive positions; (b)
an extensive analysis of the steps taken by the Service to
strengthen its capability of coping with the ever-mount.
ing volume and complexity of paperwork inherent to
the administration of the Federal revenue system; and
(c) a survey of tax practitioners’ attitudes with respect
to the effectiveness of key administrative policies and

+ practices of the Service.

STATISTICAL REPORTING

The ever-growing volume of statistical data prepared
and published by the Service in the Statistics of Income
series, as required by Section 6108 of the Internal
Revenue Code of 1954, continued during 1964 to pro-
vide information about the operation of our tax system.
New compilations are providing more sophisticated
data for use in connection with tax administration and
in ‘the analysis of the tax or cconomic cffects of specific
provisions of the Code. The Statistics of Income pro-
gram measures the response of taxpayers to the admin-
istration of the Federal Tax System and, as a byproduct,
supplies a financial profile of taxpayers based on tax
return data. A list of the Statistics of Income reports
published during the year may be found on page 68.

The following two tables illustrate some of the over-
all summary information available concerning indi-
vidual and business taxpayers, comparing their chang-
ing characteristics over a period of 5 years.

39




ANNUAL REPORT e CHAPTER NINE

Individual income tax returns: Number of retums, sources of income, and itemized deductions

PLANNING ACTIVITIES

Receipts and profits reported by businesses

Income year
. Item
. 1962 1961 1960 l 1859 ' 1958
‘housands]
A. Number of returas a ) 2

total. 62,712 61,499 61,028 60,271 '~ 59, 085
50,092 48, 583 48, 061 47,497 45,652

12,620 12,917 12,967 12,774 13,433

Tzed i totat, 26,451 25,262 24,083 22,510 20,811
24,351 23,258 22,185 20,761 19,054

2,100 2,004 1,898 1,748 1,758

1ard total 36,261 36,238 36,945 37,761 38,274
25,741 25,325 25,876 26,736 26,598

10,520 10,513 11,089 11,026 11,675

B. Sources of income (Million dollars)

ome, fotal 348,701 329,861 315,466 305,095 281,154
vages, 283,373 266, 902 257,918 247,370 227,551
n, and profession 23,925 22,630 21,4712 21,431 20,674
9,344 8,949 8,966 9,563 9,232

5,771 7,621 5,300 6,274 4,330

26,286 23,760 2z,211 20,455 19,369

C. Itemized deductions (Million doilars)

ns, total. 41,661 38,391 35,313 | 32,017 27,498
13,045 10,52 " 7,480

10,274 (tNot tabu. 8,416 '[Not taby- 6,268

7,51 tated 6,750 |} lated 5,694

ental expense. 6,079 ), 4,284
1ons. 4,747 4,402 im

assified as taxable are those reporting income tax after credits.

Income year
Item
1962-63 ‘ 1861-62 | 1560-61 | 1953-60 I 1958-59
N (Thousands)
A. Number of business returns
Total business returns. 11,383 11,371 1,11 11,166 10,744
i 1,268 1,190 1,141 1,074 990
Sole propri 9,183 9,242 9,090 9, 142 8, 800
932 939 941 99 954
Business returns with net prafit. 8,747 8,737 8,517 8,649 8,532
i 783 716 670 671 61
Sole propri 7,245 7,292 7,107 7,220 7,155
Par i 718 728 739 759 765
Business returns without net profit 2,636 2,634 2,654 2,517 2,212
B. Business receipts (Million dottars)
Total business receipts. 1,145,845 | ¢ 1,068,337 | 1,046,819 | 1,026,166 938,228
895,120 v 823,943 802,791 772,915 698, 594
Sole 178,420 170, 581 171,257 3 163, 399
F 72,304 v 73,413 72,771 77,007 78,235
Business returns with net profit. 1,004,338 926,229 902, 404 908, 787 815,117
780,433 709, 251 685, 692 €82, 186 599,576
Sole propri 159,532 151,761 151,837 156,773 147,452
P i 64,373 65,217 64,875 69,828 €8,
Business returns without net profit 141, 507 142, 108 144,416 117,319 123,111
C. Business profits
(Miltion doliars)
Net profit, less loss
Total business profits. 82,014 + 77,280 72,932 77,159 67,950
43, 606 45,894 43,505 46,797 38,523
Sole p 23,895 22,637 21,067 21,517 20,778
P 8,513 8,689 8,360 8,845 r g, 649
Net profit
Business returns with net profit, 93,162 * 87,804 84,024 86, 080 *76,317
56, 248 £ 52,401 50, 382 51,651 43,490
Sole 27,167 25,757 24, 26% 24,709 23,33
¥ 9, 74 9,746 9,373 9,721 r9,487
. Net loss
Business returns without net profit. 11,148 10,624 11,092 8,922 *8,367

1 Preflminary data.
* Revised.

Note.—The income year 1962-63 covers accounting periods ended July 1962 through Juna 1963,

Other income years cover corresponding periods.
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As part of tﬁc Statistics of Income Program, the
Service has azveloped tax models for use in improving
the quality and timeliness of estimates of the revenue
cffect of changes in tax law. The tax model is essen-
tially a sample of tax returns on magnetic tape which
can be manipulated by a computer to simulate changes
in the rules govcrning the computation of income tax.
A pilot project, using 1‘)60 individual income tax re-
turns, was successfully coppleted and used as an aid
in developing some of thégorovisions of the Revenue
Act of 1964. Among £E8ovisions under considera-
tion for which ot provndcd estimates of the
effect were redfced tax fates and a minimum standard
deduction. Both of these features were incorporated
into the new Revenue Act. A more comprehensive
project using 1962 returns is now under development.

Under the terms of Sections 7515 and 7809 of the
Internal Revenue Code as amended by Public Law 87-
870 (87th Cong., 2d sess.) the Service has been per-
mitted to receive reimbursement for special studies and
compilations furnished to private organizations and
non-Federal Government agencies. The Service may
prepare special statistical studies and compilations in-
volving data from tax returns and use the payments to
reimburse the appropriation which bears the cost of
such work. The authority to make these studies and
compilations is evidence of Congressional recognition
of the wealth of statistical information available on tax
returns and related documents. The requests for re-
imbursable studies consist of two categories—copies of
material from the Source Book of Statistics of Income
and special studies.

During 1964, of 30 requests for studies received,
about one-half were rejected. Eleven projects were
undertaken during the year and five projects were com-
pleted. The estimated cost of the completed projects
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ranges from $350 to $2,000. Several projects proposed
would cost as much as $25,000. The major users have
been universitics, State agencies, private individuals,
companies, and research organizations. An example
of one of the larger projects is the one for thes State
of New York, Department of Taxation and Finance,
which will provide a summary of sources of.“iricome,
deductions, exemptions, taxes, and other items from
1962 Forms 1040 and 1040A filed by New York tax-
payers. In addition, 84 requests for material from the
Source Book of Statistics of Income were filled, con-
sisting of approximately 2,400 photostats or microfilm
prints and 54 rolls of microfilm.

The 1961 Individual Income Tax Returnéreport pre-
sented new statistics showing separately gross rents
and related expenses, interest income classified as to
type of payer, and income and tax by tax rates. In
the U.S. Business Tax Returrbreport for 1961-62, new
data for unincorporated businesses included ratio dis-
tributions for cost of goods sold to business receipts and
inventories to purchases and the frequency with which
selected income statement items were reported. Also,
for partnerships, the reporting frequency of certain
balance sheet items was included. In the corporation
area for 1960-61, two new ratio-size distributions were
introduced to show the changes between beginning-
and-ending inventories and to show the relationship
between net worth and total assets. In addition, the
following table presents data which will appear for the
first time in the 1961-62 Corporation Income Tax
Returns report.  Of interest is the fact that almost 50
percent of the total corporate income tax was paid by
274 corporations, each of whose tax totaled $10 million

or over. The chart on the next page visually demon- -

strates the preponderance of taxes paid by the small
number of large corporations,

Corporation income tax retums: Number of retums, total assets, and income tax, by size of income tax, 1961-62

Percent of total
N Number of
Size af income tax returns Total assets Income tax Number of
returns Total assats | !ncame tax
(thousand Jdollars)

Returns other than Form 1120-5, tota) 1,084,238 | 1,278, 768,802 | 22,188,057 100.0 100.0 100.0
With net income, total. . 647,772 | 1,078,879, 749 | 22,185,771 59.7 34.4 100.0
Taxable, total 553,628 | 1,001,559, 633 | 22,186,771 511 78.3 100.0
382,010 68,393,046 | 452,047 3.2 5.3 2.0
86,338 45,829,965 558, 657 8.0 37 25
21,080 19,477,194 [ 286,988 L9 Ls 1
11,079 14,816,291 186, 372 10 12 8
7,876 13,530, 848 172,361 7 Il N
19,102 37,524,352 | 661,820 L8 Z9 30
11,370 42,837,224 793,692 1o 3.3 36
8.1 51,504,842 | 1,289,022 R 40 56
2,976 44,550,982 | 1,032, 2 3 3.5 47
1,625 56,102,232 | 1,129,356 1 4¢ 5.1
$1,000.000 under smoooom 1,818 234,932,620 | 5,089,092 .2 18.4 22.9
$10,000,000 ar more, 274 | 371,080,097 | 10,615, 102 © 2.0 78
9,144 71,320,116 8.7 6.0 | .

Without net income, total 436, 466 199, 889, 053 1,286 40.3 15.6 (¢}

! Less than 0.05 percent.

Note.—The income year 1961-62 covers accounting perlods ended July 1961 through June 1962.
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NUMBER OF CORPORATION RETURNS,' TOTAL ASSETS, AND INCOME TAX
Percent AS A PERCERT OF TOTAL, BY SIZE OF INCOME TAX, 1961~62

100 — 95.0 ®

Assets

Tax

Number of returns

55.0

4.0

120 130
1.0

Tax under $20,000?

1Excludes Form 11205 returns.
31ncludes returns with no income tax.

The Treasury-Internal Revenue Service Committee
on Statistics was established in 1962 to advise Service
officials as to the current needs for tax data of the prin-
cipal users of Statistics of Income. It also provides tech-
nical advice and guidance regarding the standards of
quality and timeliness which should be maintained in
producing Statistics of Income. In accordance with the
provisions of Executive Order 11007, the Committee
was continued for a 2-year period—July 1, 1963, to June
30, 1965. The names and affiliations of the members of
the Committee, composed of recognized scholars and
principal users of the Statistics of Income publications,
are as follows: Harvey E. Brazer, University of Michi-
gan; Warren N, Cordell, A. C. Nielsen Co.; W. R.
Currie, California Department of Finance (alternate—
Sidney Glazer, New Jersey Division of Taxation);
Robert Eisner, Northwestern University; Irwin Friend,

Tax $20,000.t0 $250,000

Tax $250,000 and over

University of Pennsylvania; George Jaszi, Office of
Business Economics, Department of Commerce; James
W. Knowles, Joint Economic Committee (alternate—
Alan Murray); Raymond Nassimbene, Office of Sta-
tistical Standards, Burcau of the Budget; Alice M.
Rivlin, Brookings Institution; J. A. Stockfisch, Office
of Tax Analysis, Treasury Department (alternate—
Gabriel G. Rudney); James H. Symons, Joint Com-
mittee on Internal Revenue Taxation; and Norman B.
Ture, National Bureau of Economic Research.

The group met on November 18, 1963, at which time
there- was a carcful review of the statistical program
and an evaluation of proposed changes and recommen-
dations regarding sclected courses of action. The group
offered advice on how the data published might be of
greater use and also suggested new types of information
thar might be tabulated.
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Management Activities

GENERAL

During 1964, the Service continued its efforts to pro-
note economy of operations through the reduction of
costs and the optimum utilization of resources. The
most significant cost reductions were effected through
various management improvement projects and sub-
stantial savings were realized. Improvements in per-
sonnel and facilitics management contributed mainly
to better resources utilization.

In addition to improving operational economy, the

_ Service also made progress in its nondiscrimination

program and continued with renewed energy and suc-
cess its efforts to maintain employee integrity at a
high level.

MAJOR MANAGEMENT IMPROVEMENTS

GeneraL—The attention given the management
program, and the vigor of leadership exercised by man-
agement officials at all levels, is demonstrated by the
quantity and quality of major management improve-
ment projects undertaken and completed during the
year. On June 30, 1964, there were approximately 100
improvement projects scheduled or in process which
were of sufficient scope, depth and potential impact to
warrant control by, and periodic reporting to, top man-
agement. Eleven individual management improve-
ment actions were completed, each of which resulted,
or will result, in annual savings in excess of $100,000.
Improvements in the management of operations—ap-
proved or implemented—will eventually result in recur-
ring annual benefits of approximately $9.8 million.
In addition, nonrecurring benefits exceeded $1 million,
and savings to other agencies totaled $5.1 million.
Thus, the total of savings in all categories exceeded
$15.8 million.

Leapersuip anp SupporT.—Top management leader-
ship and support of management improvement objec-
tives was evidenced in several forms at all levels of the
Service during the year. Illustratively:

® The Commissioner and Deputy Commissioner
have continued to stress the importance of systematically
appraising and improving work operations. Resources
utilization (including manpower control and utiliza-
tion) has been the main topic at two joint confer-
ences of top National Office and field officials.

® The Deputy Commissioner met with assistant
commissioners to review implementation of recom-
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mendations of the Committee on Resources Utiliza-
tion, and to explore other major Service management
improvement activities.

® Several informational documents (pamphlets,
speeches, reports, ctc.) were issued on resources utiliza-
tion, manpower utilization, and management improve-
ment, together with program directives tailoring man.
agement improvement to the specific characteristics of
certain functional activities.

® Special Resources Utilization task forces were
established in several regions to study utilization prob-
lems and to recommend better continuing arrange-
ments for resources utilization.

® District and service center officials served on region-
wide and Servicewide task forces in pursuit of solutions
to complex management problems and optimum utili-
zation of resources.

CoorbinaTioN AaND CoopERATION Wit OTHER
Bureaus anp Acencies—The need for developing
close working relationships with other Treasury bu-
reaus and other Government agencies in the interests
of reducing costs and increasing the unity and effec-
tiveness of Government services was recmphasized.
Field officials of the Service actively participated on
Federal executive boards and similar organizations;
four of these boards were chaired by Service field
officials, and three boards will be headed by regional
commissioners next year.

One of the more noteworthy examples involved
cooperation with the Census Bureau in conducting
the 1963 economic census. By using information fur-
nished by the Service, the Census Bureau was able to
conduct this census by mail instead of by sending

" enumerators throughout the United States to collect in-

formation in person; in the case of small businesses,
information provided by the Service precluded the
necessity of mailing out report forms and controlling
their return. These services, plus coding small busi-
ness reports for standard industry classification, saved
the Census Bureau approximately $5.1 million.
CommITTEE oF Resources UriLizaTion.—Several of
the more significant management improvement ac-
complishments stemmed from the recommendations
made by the Commissioner’s Committee on Resources
Utilization. ‘The objective of these recommendations
was to effect optimum utilization of resources through
improvements in organization structurc and systems
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and procedures, as well as through development and
implementation of adequate machinery (methods,
techniques, criteria) by which the Service is assured
that manpower is advantageously controlled and uti-
lized. All but 12 of the 72 recommendations of the
Committee on Resources Utilization have been ap-
proved; many of its reccommendations have been fully
implemented and many others have been partially im-
plemented or were under active study at the end of
the year.

Two committee-originated studies, completed during
the year, are especially noteworthy. One dealt with
ways and means of minimizing duplication of effort in
work performed by the Office of the Assistant Commis-
sioner (Technical) and the Chief Counsel. The other
was concerned with the entre informal conference
function. These studies are briefly described below,

Cuier CounseL—TEcHNIcAL Survey.—This survey
was concerned with the regulations, legislation, and
ruling functions being carried out by the Office of Chief
Counsel and the Office of the Assistant Commissioner
(Technical).

Principal changes stemming from recommendations
of the study group are: .

(a) Responsibility for developing regulations is t
be centered in the Legislation and Regulations Division
of the Chief Counsel’s Office. The change will give
this Division the basic responsibility for representing
the Commissioner in connection with the Administra-
tion’s tax legislative program, and for drafting legisla-
tion and developing regulatiors. Regulations will be
reviewed for administrative feasibility and adequacy by
the Office of the Assistant Cemmissioner (Technical).

(b) Basic responsibility for rulings continues with
the Tax Rulings Division in the Office of the Assistant
Commissioner (Technical). The Chief Counsel's
review of rulings will be limited to the more important
or complex rulings. Informal counseling by Chief
Counsel rather than formal reterral of most rulings will
be encouraged.

These changes are.expected to provide more effective
and efficient tax administration with estimated net sav-
ings of 86 man-ycars costed at $814,000.

InrormaL CoNFERENCE Procepurk.—A task force
comprised of audit and appellate personnel from the
National Office and various field offices studied the
entire informal conference function. Changes were
recommended which provide for a comprehensive re-
vision of conference procedures and instructions in
order to more effectively utilize Service resources and
to improve services to taxpayers. The majority of
these recommendations are being adopted, and imple-
mentation is scheduled for 1965.

Changes include procedural revisions which will
climinate the requirement for the presence of the ex-

amining officer at the conference, eliminate unnecessary
conferences, reduce the number of reviews, and stream-
line reporting requirements,

It is estimated that annual recurring savings of 76
man-years costed at $924,500 will be realized as a result
of this major procedural change.

Reports Procram.—The Reports Program continues
to influence the design of reporting systems and the
cost of reports throughout the Service. It is designed
to provide a systematic approach to the determination
of data required for management at all levels of the
Service and the development of integrated reporting
systems to supply the necessary information at the
least cost. Emphasis is placed on utilizing the Serv-
ice’s data processing system to the extent feasible.
Since 1961 annual reporting costs have steadily de-
clined from $15.8 million to $13.3 million, while at the
same time providing managers with better and more
timely information for planning, controlling, and eval-
uating operations.

In 1964 a new dimension was added to the Program.
Provision was made for the National Office Reports
Diviston to render independent across-the-board analy-
ses of current operating programs. Such analyses re-
flect the interrelationship of programs and provide top
management with a basis for appraising operations in
terms of the Service meeting its overall goals and
objectives.

REORGANIZATIONS

REALINEMENT oF FreLp Orrices.—The realinement
of Internal Revenue Service field offices as described in
last year’s report ‘was placed in effect on January 1,
1964. The net result of this realinement was a reduc-
tion in the number of regions from 9 to 8, 2 reduc-
tion in the number of districts from 62 to 58, and a
reduction of proposed Service Centers from 9 to 7.
Implementation of this reorganization is substantially
complete with only a relatively few personnel changes
yet to take place. Experience indicates that annual
recurring savings, originally estimated at $3.5 million,
will be increased by approximately $338,000.

ReorcanNizaTioN or NatioNaL OrFick or CHIEF
CounseL—On March 24, 1964, Sheldon S. Cohen,
Chief Counsel, announced the following reorganization
of the National Office of the Chief Counsel, effective
April 1, 1964:

(1) Elimination of the intermediate supervisory level
between the Chief Counsel and the directors of the two
technical divisions. This was done by abolishing the
Associate and Assistant Chief Counsel (Technical)
positions and establishing an Executive Assistant’s posi-
tion to handle staff problems in the technical area.

(2) Shifting direct control of the Joint Committee
Division to the Chief Counsel.
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(3) Establishment of Director, Policy and Research
Comnmittee.

The purpose of the reorganization is to provide a
more efficient and effective organization in terms of
maximum utilization of top legal and executive talent.

PERSONNEL

During 1964 the personnel program of the Service
emphasized assistance to managers in achieving the
fullest utilization of available human resources, and
accomplishment of program objectives by efficient and
economical use of manpower. New measures were
instituted to control grade structure and insure better
control of work assignments and their relation to supe-
rior qualifications as a prerequisite for promotion.
Personnel technicians participated in financial plan-
ning, at all levels, to provide manpower and position
classification advice rclatmg to proposed changes.
Within the personnel organization, advances were made
in streamlining the organization and prdviding for
more automation of personnel processes and reports,
in the interests of reducing costs and improving
operations.

EmpLovEE-MANAGEMENT RELATIONs —Emphasis was
placed on strengthening management’s relationships
with Service employees and with organized employee
groups at local levels.

Employee organizations obtained the right to exclu-
sively represent 5,438 employces bringing the total to
18,476 employees in 37 offices. A seminar workshop
was conducted for key regional and district personnel
to provide more effective dealing with employee or-
ganizations in negotiating agreements under Executive
Order 10988.

Arrrrupe Surveys.—Attitude surveys enabled em-
ployees to transmit their ideas and opinions directly
to management, which is using them to improve oper-
ation of the Service and its personnel programs and
practices.

Surveys were conducted in the National Office (3,044
respondents) and in the Cincinnati District (811 re-
spondents). Although there were exceptions in cer-
tain divisions or occupational groups, employees gen-
erally were satisfied with the work they perform, their
coworkers, their immediate supervisors, and benefits.
Action has been taken to correct varying degrees of
dissatisfaction with promotion opportunities, chances
to participate in decisions, communications, and work
pressures.

RecrurrmenT.—In a search for possible ways to im-
prove our college recruiting campaign the Service sent
questionnaires to more than 1,500 high quality ap-
plicants who had dropped out of the competition for

. appointment to ask them why they had lost interest.

The preponderance of replies said: “Starting salary too
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low” (46 percent) and “Too much time elapsed before
job offer was made” (35 percent). As a byproduct,
the survey rekindled the interest of many of the “get-
aways.” More than 36 percent said they were still
interested in employment and many cxprcsscd Favor-
able comment about the survey.

The general pay increase for Federal cmployccs in
January 1964, has helped to alleviate the salary problem
indicated by the survey. In addition, pay rates for
Federal accountants in California in grades GS-5, 7,
and 9 were raised to make them reasonably comparable
with pay rates for accountants in private industry.

Within the limits of the appropriations process, the
Service has redoubled its efforts to make early job
offers to college seniors while they are still in school.

Man-years realized during each of the past 2 years
and employees on the rolls at the close of 1963 and
1964 are shown in the following table:

Personnel summary

Man-years Number on rolls
realized st close of year
Location and type

1964 | 1963 | 1964 1883

Sorvice, total_ 61,059 | 59,711 | §9,357 | 59,486
Permanient 57,020 { 56,403 | 56,594 | 56,374
Temporary 4,039 | 3,308 | 2,763 3,112

National Office. .| 13,839 | 13,657 | 3,753 3,561

Field service, total . 57,220 | 56,054 | 55,604 | 55,925

16,600 | 15,855 | 15,304 | 15,468
10,213 | 10,022 | 10,234 | 10,263

6,396 | 6,321 | 6,244 [ 6,374
3,817 | 3,700 | 3,980 | 3,889

Audit, totaleea oo 20,015 | 19,775 ) 19,781 | 18,843

Revenve sgents______.__..__.. 12,586 | 12,469 | 12,365 | 12,442
Office lumnn and tax technl-
3,147 | 3,128 | 3,08 3,067

4,282 | 4,178 | 4,335 4,334
2,320 | 2,281 | 2,318 | 2,299
1,718 [ 1,687 | 1,714 1,691

603 594 604 608

Data processing, total
Collection, total. _

2,779 { 284 ( 2,737 2,811

fnvestigators_ 983 | 1,002 970 997
Iusmhrs 450 82 433 437
500 443 434
900 891 893
1,417 | 1,462 1417

638 625

Technical advisors,

Auditors.

Other......
Administration_.
Regional Couns

648 628
145 145 148 147
64 666 642

2,485 | 2,419 2,456
747 760

Regional inspect

1 Inctudes terminal leave man-years 1ar enhre Service.
# (ncludes Office of International Operal
3 |ncludes overseas employees hired qully (3 in 1964 and 4 in 1963).

NonbiscrimiNaTioN Procram.—The Nondiscrimina-
tion Program, which calls for special emphasis on the
employment of women in high level professional and
management positions, the physically and mentally
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handicapped, and minority group members, received
increased support and action, All phases of this Pro-
gram were featured in a series of top management
issuances directed toward morc active participation and
policy promotion throughout the Service. As a result,
a greater awareness of the importance of the Program
has been created at all levels of management.

This increased awareness and support was evidenced
in a number of ways with gratifying results in all areas.
For example, an employment survey of the more than
650 minority group employees in the National Office
was conducted to determine whether any were work-
ing in positions below their qualifications and skills,
Among the 185 replies from the surveyed group, there
appeared to be 55 cases of possible underutilization.
Of these, eight have been promoted and several others
are being considered for advancement to positions for
which they qualify. Also, the Regional Commission-
ers’ and District Directors’ conference in February
1964, featured discussions, conducted by a represent-
ative of the National Conference of Christians and
Jews, of the Equal Employment Opportunity Program.
Case studies involving hypothetical minority group
situations were developed for this conference and used
in subsequent discussion sessions.

Other significant actions taken in the minority group
area were: (1) procedures used by deputy employment
policy officers to investigate and settle complaints of
discrimination were refined and made more sophisti-
cated; (2) a system was developed by the deputy em-
ployment policy officer for the evaluation of the efforts
of field offices in carrying out the program; (3) minor-
ity group members are continuing to enter new occupa-
tions and district offices.

Vigorous efforts to further employment and promo-
tion of qualificd women have increased to 266 the total
of women employed at the GS-12 level or higher.
The program for the employment of the mentally
retarded is also proving successful with 4 qualified
individuals already placed in appropriate positions in
the National Office. '

Tax TraNee Procram.~The first step was taken
toward a milestone in Federal and Internal Revenue
Service personnel management with the development,
and Civil Service Commission approval, of a program
for recruiting, examining, and training high-quality
high school graduates for the Service's semitechnical
occupations. A pilot program is being conducted in
the Philadelphia Service Center during 1964,

Perrormance EvaLuarion GuiokLines—The Serv-
ice’s performance appraisal practices were greatly
simplified. Performance evaluation guidelines were
revised to eliminate the mandatory requirement for
written performance standards, establish a Servicewide
multipurpose appraisal program (appraisal for accept-

able level of competence, career development, and in-
centive awards), and provide for rating employee per-
formance annually near the anniversary date of the
within-grade increase,

Carezr Procrams,—This year two new carcer pro-
grams were established in alcoho! and tobacco tax and
appellate activities. These programs are the first to
identify and prepare candidates for supervisory and
managerial positions within a functional area. The
programs are designed to provide a systematic method
for assuring a continuing supply of carefully selected
and well-trained supervisors and managers in these
activities by first identifying, and then training in ad-
vance, individuals demonstrating  potential  for
advancement.

In addition, a promotion plan was developed for
journeyman revenue officers which includes provisions
for the advance identification of needs, panel screening
of candidates for promotion, and special development
and trial periods prior to promotion.

Also, two major studies were undertaken to improve
further the methods used for making supervisory and
executive selections in the Service.

TransiTion To Avromatic Dara Processinc—A
full-scale review was made of the program for the re-
deployment of employees affected by the conversion to
automatic data processing.  This review was conducted
by sending questionnaires to regions and districts ask-
ing for comments and recommendations, chartering 2
task force to study and make a report on the recom-
mendations, and holding a seminar to review the data
and arrive at common understandings on the task
force’s recommendation.

Because the time period for conversion to automatic
data processing was extended, one of the chief problems
identified during the review was the need for an em-
ployment technique to provide a stable transitional
work force. As a result, the Civil Service Commission
gave the Service “term appointment authority.” This
type of appointment gave management an advantage
in that term appointments can be extended up to 4
years. (Before, temporary limited appointments re-
stricted employment to 3 years and required separation
and reappointment each year.) Also, appointments of
this type will lower turnover and training costs. Term
appointments will give employees substantial advan-
tages over temporary employment, such as eligibility
for longevity pay increases, group health and life insur-
ance benefits, and promotions.

PersoNNEL MANAGEMENT INForMATION BY CoM-
puTER.—This year a computer-produced listing of basic
employee data known as the Employee Service Record
Report was implemented. This report provides both
staff and operating officials at all organizational levels
with basic employee and staffing data. It also reduces
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anual record keeping and reporting, in
widing more accurate and timely in-

.L StanparDs.—Development of occu-
tds continues to play an important role
character of the Serviee's employment.
cvement this year was completion of a
ride project which will include all crim-
: positions under the same qualification
svise certain classification standards in-
and tobacco tax investigator. A single
xhure, an interbureau recruiting pro-
ister training agreement will also be de-
her major standards development was
f a study of Service Center Tax Exam-
The results of this study are being
new qualification standards,
varps.—Comparing 1964 with 1963, the
gestions received increased 90 percent
+ adopted increased 61 percent. Esti-
‘rom suggestions rose from $224,032 to
03 percent.  Savings connected with
ards increased 28 percent.
oF Manpower aNp CoNTROL oF GRADE
mong significant achievements of 1964

nt of a new procedure for estimating
needed grade structure changes. The
liminates the need for the field to make
ne-consuming estimates, and provides
i to receive careful classification and
zation review before being acted upon.
of a scries of promotion criteria which
ty of the employee to perform success-
her grade and availability of sufficient
‘her grade to warrant the need for the

»f projects, working jointly with inter-
to develop guides for determining the
cial agent and internal revenue agent
tides will enable the Service to plan our
stter, assure more accurate classification
| these occupations, and help establish
n of manpower at appropriate grade

of an intensified postreview program
ification and manpower utilization at
nd field levels.

mmissioNER WHITE HoNorep By Na-
mvice LEacue.~B. Frank White, Re-
sioner for the Southwest Region, was
National Civil Service League as one of
jovernment administrators in the coun-
1e second Internal Revenue official to
rer Service Award. Deputy Commis-
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sioner Harding was the recipient of this high honor
in 1962.

Mr. White has risen from the bottom to the top
of the Civil Service grades in his 25 years of Govern-
ment service. His accomplishments as Regional Com-
missioner include a series of improvements in’ field
operations, many of which have been installed through-
out the Service. Before his appointment as Regional
Commissioner, he also served as Special Adviser to
the Commissioner and was a prime architect of the 1953
reorganization of the Service. Notable among his
achievements was his recent assignment to assist the
Government of Turkey under the Service’s Foreign
Tax Assistance Program.

TRAINING

In all training programs, increased emphasis was
given to strengthening the voluntary tax compliance
system and maintaining the highest standards of
employee integrity.

Foreion Tax Assistance~In cooperation with the
Foreign Tax Assistance Staff the Training Division
developed a 17-week training program for officials
chosen for potential assignments as tax advisers to the
governments of Latin American countries. Graduates
of the program constitute a tax assistance reserve force
available as needs arise.

A representative of the Training Division was sent
to El Salvador to design and inaugurate a training
program for tax auditors, and to Chile to review the
progress made by the training organization set up in
1961.

State Tax Assistance—In June 1964, Service offi-
cials met with State tax representatives under the
auspices of the National Association of Tax Admin-
istrators. As a result of the ensuing discussion on
Public Law 87-870, which permits Federal Govern-
ment training assistance to the States, a survey of State
needs was decided upon. It is expected that informa-
tion resulting from the survey (which is to be con-
ducted by the National Association) will provide a firm
basis for providing assistance on a practical, economic
basis.

Auromatic Dara Processing.—The broadening im-
pact of computer technology led to the development of
new courses in the automatic data processing area.
“Production Management” courses were prepared for
supervisors of the Scrvice Center functions of docu-
ment analysis, transcription, and error resolution.
New courses were also announced in ADP precepts
and procedures, including one covering the operation
of microfilm printers.

New TecuN1QuEs.—Several “Programed Learning”
courses were selected for testing and evaluation as 1o
feasibility for Service adoption. Among these were

MANAGEMENT ACTIVITIES

Regional Commissioner B. Frank White receiving the National Civil Service league Career Service Award from Mr. Jean. J. Couturier,
Executive Director of the League, with Commissioner Caplin looking on.

courses in effective writing, accounting, and program
evaluation and review techniques.

The first experimental Regional Training Center
was set up in the Western Region, and a director was
selected to begin operations planning for the National
Training Center to be opened 1n the fall of 1964. De-
tailed planning was also undertaken for the second field
Training Center, to be located in the Central Region.

TraINING BY CoRRESPONDENCE.—The correspondence
course program continued to be a popular means of
self-development.  More than 90,000 student answer
papers were submitted for grading during the year.
Monitored final examinations were given to 3,421
employees.

SprciaL AGeNT TRaINING.—Substantial refinements
in training programs for newly appointed special
agents were made in 1964, covering course content and
presentation. This included development of a new
5-week Basic Income Tax Law course which will be
given in licu of the present 9-week’s course. In addi-
tion, revisions to the curriculum of the Treasury Law
Enforcement School permitted a reduction in the
length of the school from 6 to 5 weeks.

InTERNAL REVENUE AGENT TRAINING.—The training

program for newly recruited agents was expanded to
indude additional instruction in corporate tax law.
This increased the capabilities of the new agents and
permitted greater latitude in the types of cases assigned.

An exempt organization instructor’s workshop was
held in order to provide for the increased dissemination
of the technical skills and knowledges needed for in-
creased audit coverage in the exempt organization area,
Classes will be conducted early in 1965 for all personnel
primarily engaged in examining these returns.

Special instruction in the administration of travel and
entertainment rules and regulations was given to Serv-
ice examining personnel. Also, special training mate-
rial was distributed on the various provisions of the
Revenue Act of 1964.

Apvancep TratniNG For EnciNeers.—An advanced
training course for new engineers was conducted in
the National Office from March 16 to 27, 1964. Twen-
ty-six engineers sclected from those hired during the
past 2 years were in attendance,

The material presented in this training course was
geared to engineers having at least 1 year’s experience
in the Internal Revenue Service and who had com-
pleted prescribed on-thejob training. Evaluation of
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this training by the participants indicated that they
considered the material presented to be of substantial
advantage to them,

INTERNAL TECHNICAL DEVELOPMENT AND
GUIDANCE

Tax Briers.—This is a technical digest issued every
4 wecks to revenue agents and office auditors in the
field and to other technical personnel in the National
Office. *“Tax Briefs” is a convenient, timesaving means
of keeping these technicians abreast of the latest devel-
opments in their ficld. It permits them to readily
identify those matters which affect their particular areas
of work and lessens the necessity for studying commer-
cial letters and similar technical publications. Tt re-
ports currently, in digest form, selected court decisions,
published rulings, and other technical developments.
All important favorable court decisions are reported as
well as important adverse decisions of the Tax Court
when acquiescence or nonacquiescence is announced.
Also, important adverse decisions of other courts may
be included with a cautionary statement regarding the
Commissioner’s position.

Tosacco Tax Gume, IRS Publication No. 464, a
compilation of reference material dealing with Fed-
eral taxes on tobacco products and cigarette papers and
tubes and the related procedures for production and
handling of these articles, has been devised as a work
tool for alcohol and tobacco tax personnel.

EncINEERING INsTITUTE—An Engineering Institute
was held in Washington, D.C., for 4 days starting May
25, 1964.  All engineers in the Service, both from the
field and the National Office, were in attendance. The
last such institute was held in Washington in May
1961,

Some of the major topics discussed were:

1. Application of Revenue Procedure 62-21, Depre-
ciation Guidelines and Rules, to years prior to the
effective date of the procedure.

2. Ordinary treatment processes for minerals under
the Gore amendment.

3. Aggregation of mineral properties.

4. Intangible drilling cost in oil and gas properties.

5. Loss from operations, not due to development, in
ABC transactions.

6. Depreciation of underground storage caverns and
treatment of loss on cushion gas.

7. Fair market value of timber for section 631(a).

8. Valuation of intangible values in mergers and
other corporate transactions involving the transfer of
property.

9. Retirements and abandonments of assets from
multiple asset accounts.

The evaluation by all participants indicated that the
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-meetings were successful and accomplished their pur-
pose.

AxnuaL Te8unicaL Review Institute~—~This pro-
gram consists of a series of discussions by field person-
nel of the more important developments in Fedgral
taxation as described in articles written and issucd to
the ficld by experienced National Office technitians.
Seminarlike meetings are held in the field under the
guidance of discussion leaders whose purpose is to give
revenue agents and other technical personnel the bene-
fit of a detailed discussion of the more important and
complex developments as soon as possible after they
arise,

The articles for the 1963 institutes were distributed
to the ficld offices early in November 1963. They
explained many difficult topics, such as the Self-
Employed Individuals Tax Retirement Act of 1962;
travel, entertainment, and gift expenses; the investment
credit; gain from dispositions of certain depreciable
property, and many other developments of equal com-
plexity. A complete set of the articles was furnished
every revenue agent for his future guidance and infor-
mation.

EarLy ExpLanaTioN oF NEw Law.—Part 1 of the
Annual Technical Review Institute for 1964 was dis-
tributed in late June 1964, in order to provide an early
explanation of the Revenue Act of 1964, This pub-
lication discusses those provisions of the act which are
commonly applicable to noncorporate taxpayers, al-
though many of such provisions are also applicable to
corporate taxpayers. Some of the provisions discussed
in Part | are the new minimum standard deduction;
deductions for State and local taxes; the new travel
expense allocation rules, income averaging, and the
unlimited capital loss carryover for individuals.

In addition to providing technical personnel with an
early analysis of the Revenue Act of 1964, issuance of
the 1964 Institute articles in three parts is meant to
facilitate its use in classroom discussions and in answer-
ing taxpayer inquiries. Part 2 will discuss those pro-
visions of the 1964 Act not discussed in Part 1, and
Part 3 will discuss other important developments dur-
ing the fiscal year ended June 30, 1964.

Lecar Hanppoor For Revenue OFrricers.—During
the year the “Legal Reference Guide for Revenue
Officers” was published to replace an earlier document
which was outdated. This publication should aid
those engaged in collecting taxes by providing them
with 2 compendium of information needed in their
daily activities.

FACILITIES MANAGEMENT

Space.—Over the past few years, the Service has

made excellent progress in improving the quality of

MANAGEMENT ACTIVITIES

its offices while maintaining one of the best rates of
utilization (average square feet per employee) in Gov-
ernment. One of the major reasons for this progress
has been General Services Administration’s accelerated

program of constructing ncw Federal buildings and”

renovating old ones. Also, the Service has received full
support from General Services Administration, Bureau
of the Budget, and Congress for its space leasing pro-
gram. Although the emphasis up to now has been on
regional and district offices, attention is now being
turned to the smaller offices.

In 1964 the Service space program continued to make
advances in major offices throughout the country. Ad-
ditional space was acquired for 138 offices to relieve
crowded conditions and accommodate staff expansion.
The following large offices were moved into new or
modernized buildings: Brookiyn, Cincinnati, Miami,
San Francisco, Seattle, and Manhattan.

The Service is particularly proud of its new Man-
hattan office, the largest district headquarters which
houses approximately 3,000 employees. The 2I-story
building, occupied solely by the Service, marks the
culmination of several years effort to consolidate oper-
ations in one new modern building.

Many of the improvements made in 1964 resulted
from renovation projects. In a number of locations
it was possible to improve both the quality and cffi-
ciency .of an office through simple renovation and re-
arrangement of partitions. Neot only is this a relatively
inexpensive way to improve space quality, but in many
cases it also allows more people to occupy a given
amount of space.

Work is in process to improve office conditions in
Austin, Baltimore, Dallas, Denver, Hollywood, Los
Angeles, Milwaukee, Pittsburgh, Reno, and Salt Lake
Ciy.

Both the Philadelphia and Austin Service Center
buildings were occupied in 1964. These two buildings,
each containing over 200,000 square feet of floor arca,
are the second and third data processing centers to be
built for the Service. Additional processing centers
planned for Lawrence, Mass., and Covington, Ky., and
the IRS Data Center and Regional Training Center at
Detroit, Mich., are now being designed. Funds for
construction of these centers have already been approved
by Congress. A major renovation project under way in
Kansas City, Mo., is scheduled for completion in
November 1964. This renovated building will house
our new Kansas City Service Center.

Although the spacc program has been generally very
successful, much remains to be done. For example, in
spite of 2 years of effort by General Services Admin-
istration, the Service has yet to consolidate its Wil-
mington District into acceptable quarters. In addi-

tion, unsolved spacc problems exist in Indianapolis,
Des Moines, Chicago, Detroit, and Wichita, These
conditions should be improved in 1965.

Work has begun on modernization of the National
Office building. By 1966, the building will be com-
pletely renovated with improved office facilities, includ-
ing new lights and air conditioning. The plan will
also make possible new space saving offices and office-
furniture arrangements that will accommodate all em-
ployees in one building.

ProperTY AND SuPPLY MANAGEMENT PROGRAM.—A
furnitire improvement program has brought in-
creased efficiency to 41 large offices. Worn out and
obsolete furniture has been replaced with new, standard
furpiture. New furniture arrangement standards have
been developed to give taxpayers long-needed privacy
when personal tax problems are being discussed. A
Joint General Services Administration-Internal Revenue
Service Logisties Plan was developed and effectively
used in the scheduled purchase, storage, and placement
of furniture and the moving of over 20,000 employees
into these new offices with minimum work interrup-
tions. The Joint Logistics Plan insures coordination
of all details involved in a major move, such as: timely
availability of space, detailed plans for utilization, re-
habilitation or disposal of old furniture, and procure-
ment of furniture that conforms to established
standards.

Office Machine Standards have been developed to
provide criteria for the sclection of such commonly used .
machines as typewriters, adding machines, accounting
machines, and calculators. They are also the basis for
(1) effective assignment, (2) control of utilization, and
(3) long-range replacement planning.

Application of the office machine standards permits
procurement of the least expensive machine which will
effectively do a specific task. This, in turn, led to im-
proved procurement methods through consolidated pur-
chase arrangements with several of the larger machine
manufacturers and resulted in a saving of $128,000, or
9 percent, through maximum quantity discounts.

The Service’s motor vehicle travel continues to in-
crease by 5 million miles annually. To provide ade-
quate transportation and most effective use of travel
dollars, the Service is now leasing 1,400 cars from the
General Services Administration, for which it pays 7
cents per mile instead of paying the employee 10 cents
per mile for using his personally owned vehicle. This
means a saving of morc than $400,000 annually.

A Motor Vehicle Management Handbook was writ-
ten which enables the Service to control more effec-
tively its fleet of Service-owned and General Services
Administration-leased vehicles.
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Recorps anp Parerwork ManaceMeNT.—The Serv-
ice is pioneering in a records administration and
paperwork management field that is rapidly changing
because of new records documentation and reference
concepts evolving under clectronic processes and so-
phisticated information retrieval techniques. Dunng
1964 the Service created, received, and used more rec-
ords than ever before, and many of these records have
vastly different characteristics from those of prior years.
This year, in the records and paperwork management
program, emphasis was on (1) insuring the creation
and retention of adequate documentary evidence; (2)
accelerating records evaluation and disposition activi-
ties to cope with growing accumulations of data proc-
essing input and output documents; (3) removing from
office space all records and reference material not abso-
lutely essential as daily working tools; and (4) forms

- and correspondence management efforts aimed at pro-

viding needed forms and form letters, improving and
standardizing cxisting ones, and creating better cor-
respondence.

Typical results of such program emphasis are:

1. Much needed space and equipment, valued at $1.1
million, were released for reuse by systematic retire-
ment and disposal of more than 230,500 cubic feet of
records. Records holdings and disposition activities
are shown in the following table:

Records holdings and disposition activities

Volume of records
(cublc feet)
Status

1964 1963
On hand July 3 583, 687 579, 618
Disposals, 230,538 252,952
Destroyed.. ' 0,042 | 107,301
Retired to Fedsral Records Center. . .. ... __...__. 140, 496 45, 651
s e
On hand June 30 603,021 | 583,687

2. A standardized set of National Office prescribed
public-use form letters was developed for use by Service
Centers in corresponding with taxpayers. This signif-
icant form letter standardization provides a degree of
uniformity for identical taxpayer correspondence that
has never before been attained in the Service.

3. Under continuing forms development and stand-
ardization efforts, district office prescribed forms de-
creased by 18.1 percent and regional office prescribed
forms decreased by 1.6 percent. National Office pre-
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fce
.Regianal offices (used by

scribed forms increased by 12.0 percent, thus reflecting
increased standardization of forms, form letters, and
related paperwork procedures at the headquarters office.
Service Center prescribed forms increased by 42.7 per-
cent. This increase is a natural result of conversion to
data processing operations, activation of addisional serv-
ice centers, and the necessity for both manual and ma-
chine operations with dual forms, pending total con-
version. In spite of the tremendous increase in service
center forms, there was a servicewide net increase of
only 1.6 percent in forms and form letter inventory.
Forms development, control, and standardization ac-
tivities are shown by the following figures:

Forms and form letters

Current inventory }  Developed Eliminated
Prescribed by
1964 1963 | 1964 | 1963 | 1964 | 1963
Rt O 18,305 | 18,020 | 3,305 | 3,063 } 2,180 | 2,433

National Office (used at
headquarters and serv-
wide). oo 5,271 [ 4,706 824 | 1,209 259 474

regional  headguarters
components or 2 or more .
district offices) 9,379 | 5,535 | 1,434 98% 49| 1,078
District offices (used by
lacal districts and their
subordinate offices). . .-.| 2,341 [ 2,858 28 477 945 695
Service Centers.....__..| 1,314 921 619 388 227 186

FISCAL MANAGEMENT

The Intcrnal Revenue Service appropriation for 1964
totaled $552 million, an increase of $48.9 million over
the 1963 appropriation. The additional funds were
used primarily to finance partially the objectives of the
Long-Range Plan; to provide for increased cost of cur-
rent staff maintenance, including pay act increase; and
for equipment improvement.

The cost of operating the Service during the year was
$551.2 million compared with $501.7 million in 1963.
This is an increase of $49.5 million in actual cost.
Of this increase in overall cost of operation $38.5
million represents increased salary costs attributable
largely to increased man-year realization; also included
is $10.6 million as a result of Phase II of the Pay Act
Increase authorized by Public Law 87-793. Of the
61,170 planned man-years, 61,059 or 99.8 percent, were
actually realized. This is an increase of 1,348 over
the 59,711 man-years actually realized in 1963.

The distribution of obligations in fiscal year 1964 is
shown In the following table: (For more detail by
activity see table 28, p. 99.)

MANAGEMENT ACTIVITIES

OBLIGATIONS BY ACTIVITY

Collection of revenue

40.7 cents Tax fraud and special investigations

5.3 cents

regulatory work 6.1 cents

7L Taxpayer conferences
and appeals 3.4 cents

Al other* 7.7 cents

Audit of tax returns
36.8 cents

* Includes rulings, technical planning, and special technical
services, 1.6; legal services, 2.4; inspection, 1.5; sta-
tistical reporting, 0.8; executive direction, 1.4.

OBLIGATIONS BY OBJECT OF EXPENDITURE

Salaries 871 cents

3.1 cents

All other 9.7 cents

743-871 O-65-5
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Obligations incurred by Intemal Revenue Service
(In thousands of doltars}

A Total Personnel compensation
- Function of and benefits Othlgv
1954 1963 1964 1963 184 L 198

Total 549,692 | 500,804 | 479,055 | 440,582 70,637 60,262
Rulingy, technical planning, and speciat technical services.........___...._____... 8,590 7,836 7,803
Collection of revanus, 2396 | 200901 | 184,772 ngﬁ i 39, 1% 0,75
Audit of tax raturns 3 202,363 | 184,867 | 187,086 | 171429 15,277 13,438
Tox fraud and spocial 29,287 26,577 25,065 22,815 4,232 3,762
Alcohol and tobacco tax regutatory work 33,428 32,139 27,691 26,395 5,737 5744
Taxpayer c and appeals, 18,454 17,10] 17,389 16, 087 1,075 1,004
Legal services izl iz 12,250 11,678 "949 1,035
Statlstical aporting 4,628 4,320 S50 525 o5 e
Executive direclion 41 6, 600 6,162 5,29 1,219 1,304

Reimbursable services tripled in 1964 over 1963.
These are special services performed chiefly for other
Federal Agencies and for Puerto Rico, various States,
and others. The primary increase in 1964, and approx-
imately one-half the yearly total, resulted from tax
advisory services to foreign countries in technical assist-
ance programs of the Agency for International Devel-
opment. Most of this effort was directed to Central
and South American nations within the Alliance for
Progress.

During 1964, $1.2 million were received for services
provided other agencies. Costs to the Service for pro-
viding these services are included in the total Service
cost shown above,

Procedures were devised for orderly reporting, ac-
counting, and transfer of resources during implementa-
tion of the realinement of field offices which was com-
pleted effective January 1, 1964, as planned.

During the year the Service was able to accumulate
about $4.5 million available funds within the appro-
priation, while substantially carrying out program levels
provided by the appropriation. The most significant
factors in the accumulation of savings resulted from
(1)* realinement of field offices, (2) ADP redeployment
program, (3) savings of funds programed for training
courses planned for incumbents in 1964 but postponed
until later, (4) savings on computer rental resulting
from operational improvement and rental savings di-
rectly related to the second 7074 system in the National
Computer Center not going on rental as soon as ex-
pected, and (5) other management improvements. Ap-
proval was obtained to utilize the $4.5 million to
purchase computer equipment originally planned for
acquisition in 1965,

As a first step in implementing the decision of the
Secretary of the Treasury to automate the department
payrolls through the Service’s Automatic Data Process-
ing facilities, payrolls of the Office of the Secretary of
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the Treasury, Office of International Affairs, and the
Bureau of Narcotics were converted during 1964,

A study started in 1963, relative to budgeting and
funding for grade structure changes, led to issuance
during 1964 of regulations which constituted a sig-
nificant improvement in management and control of
the Service’s grade structure and grade structure
changes. The regulations provide the basis for a better
and more uniform understanding of the concepts under
which the grade structure control program operates
and establishes standardized procedures for planning
and control of the program,

INSPECTION ACTIVITIES

Inspection is an independent fact finding organiza-
tion reporting directly to the Commissioner. It was
created to develop information necessary for manage-
ment to improve the operations and maintain the integ-
rity of the Service.

Inspection is divided functionally into two divisions,
Internal Audit and Internal Security; however, major
investigations, such as fraud on the revenue, are closely
coordinated by the two divisions.

InTERNAL Auprr~Internal audit has become, since
its inception in the early 1950’s, an integral part of the
Service's management control system.

As presently constituted, the Service’s internal audit
program provides for an independent review and ap-
praisal of all Service operations as a protective and
constructive service to the Commissioner and all other
levels of management. This broad program covers all
organizations and activities of the Service and includes
a determination as to whether the policies, practices,
procedures and controls at all levels of management
adequately protect the revenue and are being efficiently
and effectively carried out.

The emphasis is on the examination of those orga-
nizational segments which are most closely connected

»
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with the collection of the tax revenues and the enforce-
ment of the tax laws. More than 90 percent of the
direct internal audit time is expended on collection,
audit, intelligence, appellate, and alcoho! and tobacco
tax activities. Particular stress is placed on identifica-
tion of potential integrity problems.

Many of the findings developed by internal audit
resulted in substantial amounts of direct savings or
additional revenue. Such dollar savings or revenue
producing potential only constitutes one measure of
effectiveness, internal audit’s primary contribution to
the Service being reflected through its recommendations
and suggestions in improved operations and strength-
ened controls and safeguards.

The continuing goal is to bring into proper focus
those conditions that require corrective action, as well
as those activities that have been conducted effectively
and efficiently. Attainment of this goal makes for a
better understanding and utilization of the internal
audit function in the building and the maintenance of
a highly effective and efficient Internal Revenue Service,

InTerNaL Securrty.—Successful administration of
the voluntary self-assessment system of taxation de-
pends to a large extent on the integrity and good faith
of the American people, which in turn is based on
their confidence in the integrity and impartiality of the
officers and employees of the Service. To aid manage-
ment in maintaining this public confidence, the Inter-
nal Security Division provides management with
timely, factual, objective information on any matter
that represents a potential threat to the integrity stand-
ards of the Service.

Evidence of the integrity of Service employees is
found in the statistics of investigations based on actual
or suspected attempts by taxpayers or their representa-
tives to bribe employees of the Service to influence their
actions in tax examinations, tax collections, or other tax
matters pending before the Service. During the year
employees reported 67 such attempts, an increase of 21
over 1963. There were 8 indictments of taxpayers or
their representatives during the year for bribe at-
tempts, and additional prosecutions are expected in a
number of pending cases. This makes a total of 28
persons indicted for such bribe attempts during the past
3 years. To date 20 persons have been convicted.

Investigations completed during the year totaled
8,221. In addition, police checks were made on 5,075
employees considered for shortterm  temporary
appointments.

A tabulation of the various types of investigations and
resulting disciplinary actions follows:

h igations and disciplinary actions

Type of investigation and action 1864 1563

Tutni closad. 8,221 | 10,011
Personnel investigations

Number of cases ciosad, total 6,828 8,626

Charactor and security investigations. 3,354 5,038
«unduct

Special Inqulries. 2,876 2,819

Actions taken by Service management officisls &3 a result of
personns| investigations

y actions, total 79 a8
total 1, m mn
Bribery, extortion, or cOlUSION. «.ccee e eeeeacmaae 40 16

Embezziement or theft of Govarnment funds or
roperty. 15 17
Flrluu of employee to pay proper tax. ... weo.o.. 14 17

Falsification or distortion of Government roports,
recards, etc. 121 83
Unauthorized outsida activity.. 8 11
Fallure to discharge duties pro 2 9
Refusal to coopoerate. :li l%

of
Acceptance of fees or gratulties.. 7 K]
Parsonal and other misconduct. .. §9 95
Suspensions from duty and pay..... T §3 42
1 3
1 ands, ‘warnings, W 535
¥ actions, 6137 7,78
Other {nvestigations

Number of cases closed, total. .. | 1,23 1,385

Agpplications for admission to practice befora the tntetnal
pl?ovlnu Service, 8 498 638
arges against enrollees, 119 uz
Federal tort claims. 230 168
A d bribery. Eg 9
Investigations for ather Treasury bureaus, 386 415

! Includes resi i , or othe A while ) wera
under investigation or before administrative decision was made on disciplinary
action where investigation disclosed derogatory information.

JoinT INTEGRITY ProGRAM.~—As the result of the em-
phasis placed on matters that could adversely affect the
integrity of the Service, the Internal Audit and Internal
Security Divisions more closcly coordinated their ef-
forts, talents and capabilities, to assure that a better
overall protective and constructive mission would be
carried out. Therefore, a program has been estab-
lished whereby any indicators of a breakdown in in-
tegrity (those involving a potential or actual “fraud on
the revenue” by or through the help of a Service
employee) are investigated through a well-coordinated,
professionally planned joint endeavor.

During the current year numerous schemes have
been detected involving fraud on the revenue in which
Service employees were involved. As the result of the
joint efforts, a number of employees, former employees,
tax practitioners and taxpayers have been arrested or
indicted. In one major metropolitan area over $3
million in additional taxes and penalties have been
assessed as a result of hundreds of tax examinations
growing out of the joint investigations of these
schemes.

55




ANNUAL REPORT ® CHAPTER TEN

GENERAL ACCOUNTING OFFICE REPORTS

Under the provisions of the Budget and Accounting
Act of 1921 (31 US.C. 53) and the Accounting and
Auditing Act of 1950 (31 U.S.C. 67), the General Ac-
counting Office reviews Service operations and reports
its findings to the Congress, to the Sccretary of the
Treasury, or to appropriate Service officials depending
upon the relative significance of the findings.

Two reports, pointing out deficiencies in the admin-
istration of travel funds, payroll activities, and other
administrative matters, were issued to Service officials
during 1964. Corrective action has been taken by re-
sponsible officials.

ADVISORY GROUP

In keeping with the practice of periodically chang-
ing the membership, the Commissioner appointed a
new Advisary Group in March 1964. The Group's
purpose is to provide constructive criticism of Service
policies, procedures, and programs and suggest ways
in which the Service can improve its operations. The
Advisory Group shown in the 1963 Annual Report met
on September 5-6, 1963, and November 14-15, 1963.
The newly appointed Group met twice this year: March
9-10, 1964, and June 18-19, 1964. The members of
the new Group are as follows:

Prof. Boris I. Bittker
Yale Law School
New Haven, Conn.

Prof. Charles O. Galvin
Southern Mcthodist University School of Law
Dallas, Tex.
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Mr. Albert R. Gilman
Albert R. Gilman & Co.
Rochester, N.Y.

Mr. John P. Goedert

Alexander Grant & Co. -
Chicago, I1L. -

Mr. Scott C. Lambert
Standard Oil Co. of California
San Francisco, Calif.

Mr. Leonard W. Natthen
Curtis-Wright Corp.
Wood-Ridge, N.J.

Mr. Paul E. O’Brien
Coca-Cola Co.
Atlanta, Ga.

Mr. Louis H. Pilie
Peat, Marwick, Mitchell & Co.
New Orleans, La.

Mr., Lester M. Ponder
Barnes, Hickam, Pantzer & Boyd
Indianapolis, Ind. '

Mt. Norman Ture
National Bureau of Economic Research
Washington, D.C.

Mr. James H. Wilson, Jr.
Sutherland, Asbill & Brennan
Atlanta, Ga.

Mr. Milton Young
Young, Kaplan & Edelstein
New York, N.Y.

Taxpayer Publications

Tax Forms—
New and Revised

Regulations

Revenue Rulings
and Procedures

Announcements of
General Interest

Supreme Court Decislons
Actions of Lower Courts

Statistics of
fncome Releases
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Appendix

TAXPAYER PUBLICATIONS

Your Federal Income Tax, IRS Publication No. 17,
is written for the individual taxpayer. Ranking among
the best sellers of Government publications, about
850,000 copies of the booklet were sold this year. In
addition, 90,000 copics were used in the Teaching
Taxes Program, the Taxpayer Assistance Program, and
in various training programs. As usual, run-of-the-
mill problems of the average taxpayer were covered in
detail. In addidon, simplified explanations of the
more complex problems which even the average tax-
payer will occasionally encounter were furnished, as
well as brief explanations of some new provisions of
the laws which are effective for the first time in the
current tax year. A filled-in sample of the individual
return appears in the front of the book. All parts of
the return are keyed to page numbers in the book
where detailed explanations and examples may be
found.

The 1964 edition contained 144 pages and was sold
at 40 cents a copy (same size and price as the 1963
edition) by the Government Printing Office and local
Internal Revenue Service offices,

Alcokol and Tobacco, Summary Statistics, Publica-
tion 67, released each year, usually in February, pre-
sents comprehensive statistical data relating to the
alcohol and tobacco industries.

The publication contains 94 statistical tables sum-
marizing pertinent phases of the distilled spirits, beer,
wine, and tobacco industries by States and by months,
an introduction defining principul terms, and an index.
Comparisons are made with the previous fiscal year and
historical data are shown for the years 1934 to date.
Tables show such details as the number of establish-
ments, materials used, production, taxable and tax-free
withdrawals, stocks, imports, rectification, bottling,
enforcement activities, and internal revenue collections
from alcohol and tobacco taxes.

Recent issues can be obtained from the U.S. Govern-
ment Printing Office, Washington, D.C. 20402, at 50
cents per copy.

Tobacco Tax Guide, IR.S Publication No. 464, con-
taining virtually all basic reference materials to enable
manufacturers of tobacco products and others concerned
to comply with Federal tobacco tax laws and regula-
tions, has been made available to the tobacco industry
and the public on a subscription basis. This looseleaf
volume, when completed, will contain all of the in-
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ternal revenue regulations, portions of customs regula-
tions and internal revenue laws pertinent to tobacco,
currently significant revenue rulings, revenue proce-
dures, industry circulars, an up-to-date list of manufac-
turers of tobacco products and proprictors of export
warehouses operating under Federal permits, a miscel-
laneous division, and an alphabetical index.

Tax Guide for Small Business, IRS Publication No.
334, is written especially for small sole proprictorships,
partnerships, and corporations. This year over 250,000
copies were sold and 40,000 copies were printed for
internal use by the Service. Income taxes, excise taxes,
and employment taxes are explained in plain language
and numerous examples are used to illustrate the appli-
catiorr of the laws. A check list, of particular interest
to new businessmen, shows at a glance the taxes for
which different kinds of business organizations and
business activities may be liable and what the business
should do about them. A tax calendar for 1964 is also
provided to assist businessmen in keeping track of
when various things should be done during the year
with respect to all their Federal taxes. Brief explana-
tions of new laws taking effect during the current year
were included in this edition, so that the businessman
could make necessary preparations, during the year, for
filing his 1964 returns.  As it did last year, the booklet
contains 144 pages and is sold to the public for 40 cents
a copy through the same outlets as Your Federal In-
come Tax. The booklet, like Your Federal Income
Tax, is an important segment of the Commissioner’s
program for more effective taxpayer assistance and
education.

Information Guides—International Operations

No. [—Fulbright Grants and U.S. Income Tax

No. 2—Income Tax Deductions of Members of the
Foreign Service, Department of State

No. 3—Dual-Status Tax Years of Alien Taxpayers
(Formerly known as Change of Status Year for Non-
resident Alien Taxpayers) i

No. 4—Claims for Recovery of Manufacturer’s Ex-
cise Tax on Exported Articles

No. 5—Social Security Coverage for Clergymen and
Religious Workers Abroad

No. 6—Preparation of Form 1040B

No, 7—Tax Advice for Foreign Scholars and Visi-
tors on Official Educational and Cultural Exchange
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Programs (Formerly known as Foreign Scholars and
U.S. income Tax)

No. 8—American Scholars Abroad and U.S. Income
Tax .

No.9—U.S. Tax Guide for Aliens

Rules for Deducting Travel, Entertainment, and
Gift Expenses, IRS Publication No. 463, was originally
developed as one of the taxpayer information docu-
ments, but with the enactment of new law in 1962 and
the issuance of completely new regulations in 1963, this
pamphlet was made a part of the publication series
so that the great demand by interested taxpayers could
be filled directly by the Government Printing Office.
Over 2 million copies of this publication, which ex-
plains stricter new rules for claiming deductions and
for keeping required records in connection with travel,
entertainment and gift expenses, were printed for dis-
tribution in 1964.

The Farmer's Tax Guide, IRS Publication No. 225,
explains the tax problems of farmers. This year,
1,040,000 copies of the 64-page booklet were distributed
through Internal Revenue Service offices and agricul-
tural extension agents of the Department of Agricul-
ture, The publication discusses income, employment,
and self-employment taxes and contains numerous ex-
amples illustrating the rules. It features a list of
Important Dates to Remember devised especially for
farmers, to help them keep track of their tax obliga:
tions throughout the year. .

Motor Fuel Tax Pamphlets explain the latest rules
in regard to the various Federal motor fuel taxes.
There are three such pamphlets:

Federal Use Tax on Highway Motor Vehicles, IRS
Publication No. 349

Federal Gasoline Tax Refund for Non-highway
and Transit Users, IRS Publication No. 378

Farmer’s Gasoline Tax Refund, IRS Publication
No. 308

Teaching Taxes, IRS Publications Nos. 19, 21, 22,
and 27, is a series of booklets used in a program to in-
troduce high school and college students, and others to
the basic principles and rules underlying the Federal
self-assessment system of taxation. Over 3 million
students participated in the program during 1964.

Tax Tips for Homeowners, IRS Document No. 5447,
is, as the title implies, written especially for the tax-
payer who owns his own home. This 12-page pam-
phlet, which has been added to other free taxpayer as-
sistance material, recognizes that many of our tax laws
are especially applicable to the homeowner. Starting
with the tax aspects of the home purchase, the pam-

- phlet explains to the taxpayer what part of his purchase

costs must be capitalized, what part may be deducted,

and what part is personal, nondeductible expense. It
also discusses the tax treatment of costs incurred during
the years of ownership. Included in the pamphlet are
discussions of property used for business or the pro-
duction of rent, and the tax results of a condemnation
or the granting of an easement, Finally, the taxpayer
is told what to do for tax purposes if he sells or other-
wise disposes of his home. The importance of keep-
ing records throughout the period of ownership is
stressed.

Cost or Other Basis of Assets, IRS Document No.
5516, is a new B8-page pamphlet which has been
added to other free taxpayer assistance material avail-
able to the public. Prior to the issuance of this new
document, information concerning basis was included
as a part of various other documents dealing primar-
ily with other subjects. The publication of Document
No. 5516 now brings this information together in
one short pamphlet, so that a taxpayer requesting in-
formation strictly concerned with basis does not have
to search through extrancous material to find the an-
swer to his question.

Foréign Tax Credit for U.S. Citizens and Resident
Aliens, IRS Document No. 5517, is a new pamphlet
which was added this year to other frec material avail-
able for the assistance of taxpayers. This pamphlet
was issued at the request of the Director of Interna-
tional Operations; as the result of his findings that
computation of the credit has been a major problem
to United States citizens abroad and one taking a sub-
stantial portion of the time spent on taxpayer assist-
ance by our foreign post representatives, The docu-
ment explains who may take the credit, what foreign
taxes qualify, how the election to credit qualifying taxes
is made, limitations on the credit, and the carryback
and carryover provisions. Form 1116 (the statement in
support of the credit claimed) is illustrated and ex-
plained.

Importance of Adequate Records and a Guide to
Information Available for Preparing Federal Tax Re-
turns, IRS Document No. 5518, is new this year. This
pamphlet was issued to assist field offices in empha-
sizing to taxpayers why good records are important
for proper return filing, and what constitutes suf-
ficient records, depending upon the extent of the tax-
payer’s income-producing activities. The list of other
available booklets and pamphlets included as a part of
this Document not only informs the taxpayer of the
many subjects with regard to which he can obtain
concise and easy-to-read explanations, but also provides
him with a correct number and title to refer to in re-
questing the appropriate publication which will help
him with his tax problem.
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Taxpayer Assistance DocumenTts.—Forty-two other
taxpayer assistance documents were distributed free to
taxpayers. These publications range in size from 1 to
24 pages. Distribution of the various documents ranged
from 1,000 to 110,000 copies. Each publication con-
tains detailed explanations of the laws applicable 10 a
particular problem area. Objectives of this program are
to expedite and increase the effectiveness of our Tax-
payer Assistance Program, and to minimize the neces-
sity for individual assistance to taxpayers by Internal
Revenue Service personnel.  The booklets are used as
inscrts by the National Office and by Service field of-
fices in replies to inquiries from taxpayers, and are
available upon request in local offices of District Di-
rectors, They are also used as supporting statements
for adjustments made in revenue agents’ reports. These
documents are:

Title Document No.
Personal Exemptions and Dependents................ 5013
Emp E Educational E 5014
Sick Pay 5016
Selling Your Home. 5017
Retirement Income and Credit. . 5018
Medical and Dental Expenses. .. 5020
What Is Income. . .........oooninn 5045
Tax Calendar and Check List for 1964.. 5046
Self-Employment Tax.................. 5047

Sales and Exchanges of Assets..................... 5048
Depreciation, Investment Credit, Amortization, Deple-

don.... 5050
Business Expenses. 5051

. Child Care..... . 5052
Contributions. ... ... . 5053
Retailers Excise Tax..... . 5054
Manufacturers Excise Tax....... 5055
Excise Tax on Communications. . 5056

Occupational Stamp Taxes...... 5057

Tax on Admissions and Dues. . 5059
Rents and Royalties Income. ... .. 5060
Losses From Operating a Business. ... 5062
Interest Deductions. ........... ... 5074
TaXES ..ot 5075
Filing Your Tax Return........ 5107
Installment and Deferred-Payment Sales. 5108
Alimony .. . . 5109
“Page 2" Deductions. . ....... ... 5110
Estimated Tax and Tax Withholing................. S111
Casualtics, Storms, Floods, Hurricanes, Other Disasters,
and Thefts. ... 5174
Accounting Periods and Methods........... ... 5175
Bad Debts...................... 5176
Withholding From Wages by Employer. 5177
Repairs and Improvements............ . 5178
Partnerships. . 5179
Corporations. ... .. . . 5180
Sale of a Business. .. ... 5181
Community Property. ... 5192
If Your Return Is Examined................... ... 5202
Documentary Stamp Taxes.................... 5286
Condemnations of Private Property for Public Use 5383
5446
5448

NEW TAX FORMS ISSUED

The following new forms with filing instructions

were issued during the year:

Form No. Title

2950SE  Sclf-Employed Retirement Deduction M

2969 Application and Permit to Use Documenta[‘y Stamp
Tax Meter .

2970 Order for Setting Documentary Stamp Tax Meter

2848 General Power of Attorney

2848-A Limited Power of Atiorney

3625 Certificate of American Ownership

3626 Certificate of American Ownership by Nominee

3650 Blanket Certificate of American Ownership

3651 Blanker Certificate of American Ownership by Nominee

3672 Application for Approval of Master or Prototype Plan
for Self-Employed Individuals

3673 Application for Approval of Self-Employed Pension or
Profit-Sharing Plan as Part of a Master or Prototype
Form or Any Bond Purchasc Plan

SELECTED REGULATIONS PUBLISHED

F

Tax Reg i
Regulations under sections 401 and 405 of the Code
were amended to provide rules for establishment of
qualified pension, profit-sharing, and stock bonus plans,
and qualified bond purchase plans by or for self-em-
ployed individuals, T'reasury Decision 6675, published
September 17, 1963.

Regulations under sections 72, 402, 403, and 404 of
the Code were amended to provide rules governing the
qualification of veluntary retirement plans established
by self-employed persons, the deductibility of contri-
butions to such plans, and the taxability of distributions.
Treasury Decision 6676, published September 17, 1963.

Regulations under section 453 of the Code were
amended to provide rules for treating sales under a
revolving credit plan as sales on the installment plan.
Treasury Decision 6682, published October 18, 1963.

Regulations under section 615 and 381(c)(10) of
the Code were amended to conform the regulations to
changes made by Public Law 86-594 which removed
the 4-year limitation and substituted an overall limi-
tation of $400,000 on deduction of exploration expendi-
tures. Treasury Decision 6685, published October 24,
1963,

Regulations under sections 61 and 421 of the Code:
were amended to provide rules for the taxability of
options received by independent contractors. Treasury
Decision 6696, published December 12, 1963.

Regulations were issued under section 956 of the
Codc, as added by section 12 of Public Law 87-834,
providing rules in respect of investment of earnings of
a controlled foreign corporation in United States prop-
erty. Treasury Decision 6704, published February 20,
1964.
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Regulations under sections 165, 167, 179, 611, 642,
and 1014 of the Code were amended to refiect the
changes made by section 13 of Public Law 87-834 relat-
ing to the allowance for depreciation of property used
in a trade or business or held for the production of
income. Treasury Decision 6712, published March 24,
1964.

Regulations under sections 61 and 451 of the Code
were amended with respect to the constructive receipt
of interest on life insurance policy dividends left to
accumulate, and interest on certain deposits, shares or
accounts in a bank or similar financial institutions.
Treasury Decision 6723, published April 21, 1964.

Regulations were issued to implement certain provi-
sions of section 2 of the Revenue Act of 1962 relating
to credit for investment in certain depreciable property.

Treasury Decision 6732, published May 8, 1964.

Temporary Regulafions Under the Revenue Act
of 1964

Temporary regulations under section 962 of the
Code were issued to inform individuals who are United
States shareholders of controlled foreign corporatiens as
to how, when, and where to make an election to be
subject to tax at corporate rates on amouats included
in gross income under section 951(a) and to treat such
amounts as if they were received by a domestic cor-
poration for purposes of applying the special rules under
section 960 applicable to the foreign tax credit. Treas-
ury Decision 6703, published January 31, 1964.

Temporary regulations under sections 172 and 1375
of the Code were issued to inform taxpayers of the
method and time for making an election with respect
to the carryover of a net operating loss attributable to a
foreign expropriation loss, and an election by a small
business corporation to treat certain distributions as
made on thé last day of a taxable year. Treasury Deci-
sion 6719, published April 3, 1964. °

Temporary regulations under section 483 of the
Code were issued to inform taxpayers of the minimum
interest rate which, if provided in a contract, will pre-
clude the application of section 483. Treasury Deci-
sion 6720, published April 7, 1964.

Temporary regulations under section 243 of the
Code were issued to inform taxpayers of the time and
manner of making the election relating to the 100-
percent dividends received deduction. Treasury Deci-
sion 6721, published April 10, 1964.

Temporary regulations under sections 1561 and 1562
of the Code were issued to inform taxpayers of the
time and manner of apportionment of the single $25,000
surtax exemption allowed to certain members of a con-
trolled group of corporations under section 1561(a),
and of the election by a controlled group of multiple
surtax exemptions under section 1562(a). Treasury
Decision 6733, published May 14, 1964,

Employment Tax Regulations

Regulations under section 3401 of the Code were
amended to conform the exemptions from collection of
income tax at source on wages with the changes made
to section 911 of the Code which place an additional
limitation on the amount of earned income which cer-
tain United States citizens living abroad may exclude
from their gross income. Treasury Decision 6697,
published December 17, 1963.

Excise Tax Regulations

Manufacturers and Retailers Excise Tax Regulations
under section 4216(f) of the Code were amended to
conform to section 2 of Public Law 87-770 which
changes the definition of local advertising to include
the media of magazines and outdoor advertising signs
or posters. Treasury Decision 6686, published October
24, 1963. ’

Highway Motor Vehicle Use Tax Regulations were
amended to provide that air<onditioning equipment
and sanitation facilities are included in the term “fully
equipped for service” in the case of buses. Treasury
Decision 6743, published June 23, 1964.

Statement of Procedural Rules

Procedural rules were amended to liberalize the
power of attorney requirements for an attorney or
agent representing taxpayers before the Internal Rev-
enue Service.

Amendment Published 9/19/63
Amendment Published 3/14/64

Alcohol, Tobacco, And Firearms Regulations

Treasury Decision 6671 amended regulations in 26
CFR Part 245 to provide for the production of con-
centrate from beer, the reconstitution of beer from
concentrate, the qualification as breweries of plants
concentrating or reconstituting beer, the transfer of
concentrate between breweries, and the exportation of
concentrate.

Treasury Decision 6673 amended regulations in 26
CFR Part 252 to provide procedures for the exporta-
tion of beer concentrate.

Treasury Decision 6695 amended regulations in 26
CFR Part 250 primarily to modify procedures as to
distilled spirits produced in Puerto Rico to be shipped
to the United States; simplify procedures in Puerto
Rico for tax deferment and release of liquors; extend
Puerto Rican rectification tax procedure to wines; and
provide for the collection, by Collectors of Customs,
from tourists, of taxes on Puerto Rican products,

Treasury Decision 6702 added regulations in 26
CFR Part 170 to provide for the submission to the
Assistant Regional Commissioner, Alcoho! and Tobacco
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Tax, of powers of attorney authorizing agents and
officers to execute bonds on behalf of corporate sureties.
Formerly these were submitted to the Commissioner
of Accounts, Surcty Bonds Branch, Treasury Depart-
ment.

Treasury Decision 6729 amended regulations in 26
CFR Part 194 to liberalize provisions relating to records
of dispositions of spirits by wholesale dealers.

Treasury Decision 6701 added a new Subpart D to
26 CFR Part 296 to provide temporary rules in the
tobacco tax area for the submission of powers of attor-
ney authorizing agents and officers to execute bonds on
behalf of corporate sureties.

Treasury Decision 6705, effective February 29, 1964,
amended the Federal Firearms Act regulations, as con-
tained in 26 CFR Part 177 to clarify the status of manu-
facturers and dealers licensed under the act who have
been indicted for any crime punishable by imprison-
ment for a term exceeding 1 year and to provide for
the continuation of operations by these persons until 2
conviction under the indictment becomes final.

SIGNIFICANT REVENUE RULINGS AND
PROCEDURES

Since the courts, in a series of steps, have successively
applied a restrictive construction to the scope of the
statute imposing the cabaret tax, the Service no longer
will litigate cases involving the applicability of that tax
to amounts paid at an establishment for food, refresh-
ment, service, or merchandise ordered and served before
the establishment attains cabaret status or after that
status has been terminated (Rev. Rul. 63-154, C.B.
1963-2, 541) (also released as T.LR. 488, 7-2-63).

A retired minister of the gospel may exclude from his
gross income the rental value of a residence furnished
to him by his church as part of his compensation for
past services (Rev. Rul: 63-156, C.B. 1963-2, 79).

The manufacturers excise tax does not apply to an
importer’s use of articles which initially were produced
in the United States and sold on a tax-exempt basis by
the manufacturer for export to a foreign country (Rev.
Rul. 63-162, C.B. 1963-2, 525).

Based upon the relevant legislative history, the re-
uailers excise tax does not apply to an “in-the-ear” hear-
ing aid which is plated with gold to prevent corrosion
(Rev. Rul. 63-199, C.B. 1963-2, 457).

Shares of stock issued by the surviving corporation
pursuant to a plan designated as a “merger agreement”
which involves a shift in ownership or interest rather
than a mere change in identity, form, or place of or-
ganization, are not exempt from the documentary stamp
tax (Rev. Rul. 63-203, C.B. 1963-2, 580).

A nonprofit recreation association, the membership
of which is limited to employees of a company located
in a certain municipality, may come within the scope
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of the ‘club dues tax even though the organization has
been granted exemption from the Federal income tax
under the provisions of section 501(c)(4) of the Code
(Rev. Rul. 63-214, C.B. 1963-2, 544). ;

A loss resulting from damage to property caused by
termites is no longer considered a casualty loss-under
section 165(c)(3) of the Code (Rev. Rul. 63-232,
C.B. 1963-2, 97).

Guidelines are cstablished with respect to the de-
ductibility of contributions by individuals to a charity
organized in the United States which thereafter trans-
mits some or all of its funds to a foreign charitable or-
ganization (Rev. Rul. 6-252, C.B. 1963-2, 101).

A bank’s addition to its bad debt reserve in excess of
the amount computed under Mimeograph 6209, as sup-
plemented, must meet the reasonable reserve require-
ments of section 166(c) of the Code (Rev. Rul. 63~
267, C.B. 1963-2, 99) (T.LR. 499, 8-7-63).

Research and related expenses incurred by a college
or university professor for purposes of teaching, lectur-
ing, or writing'in his capacity as an educator are de-
ductible business expenses (Rev. Rul, 63-275, C.B.
1963-2, 85) (T.LR. 525, 12-9-63).

Traveling expenses incurred in waveling abroad to
develop foreign markets for an existing business are
deductible business expenses (Rev. Rul. 6442, LR.B.
1964-5, 10).

Under certain circumstances, a corporation’s trans-
fer of technical “know-how” in exchange for stock in
another corporation qualifies for nonrecognition of
gain under section 351 of the Code (Rev. Rul. 64-56,
IR.B. 1964-8, 9).

A percentage depletion allowance for ad valorem
property taxes on mineral-bearing lands paid by a lessee
may be allocated by the lessor and the lessee pending
further judicial guidance (Rev. Rul. 64-91, LR.B. 1964-
12, 8) (T.LR. 549, 3-9-64).

The receipt of insurance proceeds from the complete
destruction by fire of property, as defined in section 337
of the Code, resulting in an involuntary conversion, is
now considered a “sale or exchange” for purposes of
section 337(a) of the Code (Rev. Rul. 64-100, L.R.B.
1964-13, 8). '

Factors are set forth to be considered in determining
whether a savings and loan association may be classi-
fied as a “domestic building and loan association”
(Rev. Rul. 64-123, LR.B. 196417, 22) (T.LR. 566,

L 4-7-64).

An advance ruling is required under section 367 of
the Code where, but for section 332, gain on liquida-
tion of a foreign corporation would be recognized to
a United States sharcholder in the form of subpart F
income (Rev. Rul. 64-157, LR.B. 1964-21, 18) (T.IR.
586, 4-24-64).

Instructions are provided to amplify the stock iden-
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tification requirements applicable to securities dealers
who participate in certain methods of clearing stock
transactions (Rev. Rul. 645160, LR.B. 1964-21, 27)
(T.LR. 591, 4-30-64).

The wagering taxes apply to a sweepstakes opera-
tion conducted by the State of New Hampshire (Rev.
Rul. 64-163, LR.B. 1964-21, 31).

For purposes of the retailers excise tax, a completely
finished fur collar does not lose its identity as a tax-
able article because it is sold with a cloth coat or sweat-
er for a lump-sum price (Rev. Rul. 64-185, I.R.B. 1964-
25, 58).

A nonprofit corporation organized to aid and pro-
mote the purposes of the Area Redevelopment Act is
exempt from income tax under section 50i(c)(4) of
the Code (Rev. Rul. 64-187, LR.B. 1964-26, 7).

Guidelines are set forth with respect to essential tax
record requirements where a taxpayer’s accounting rec-
ords are maintained within an automatic data proc-
essing system (Rev. Proc. 64-12, LR.B. 1964-8, 19).

An administrative procedure is established under
which a taxpayer may request permission to change an
accounting practice with respect to items of income or
expense (Rev. Proc. 64-16, LR.B. 1964-9, 35) (T.IR.
547, 2-17-64).

Procedures are set forth for the computation of tax-
able income by a foreign investment company which
elected to distribute income currently to its sharehold-
ers and the treatment of such distributions by the share-
holders (Rev. Proc. 64-17, LR.B. 1964-10, 27) (T.LR.
541, 1-31-64).

SIGNIFICANT ANNOUNCEMENTS OF GENERAL
INTEREST

Because of a developing trend in the field of alco-
holic beverages advertising involving disparagement of
competitive products, Industry Circular No. 63-23 was
issued for the purpose of directing the attention to the
provisions of the regulations issued under the Federal
Alcohol Administration Act (27 CFR 4.64(a)(2),

5.64(a)(2), and 7.54(a)(2)), which prohibit state-
ments disparaging of competitors’ products in adver-
tisements disseminated by producers, importers, and
wholesalers of alcoholic beverages.

Revenue Rulings and Revenue Procedures relating
to tobacco (originally issued under Ch. 15 of the Inter-
nal Revenue Code of 1939 and Ch. 52 of the Internal
Revenue Code of 1954) have been revised and updated
to reflect current provisions of the law and the regula-
tions, .

The attention of wholesale liquor dealers was called
to the publication of Treasury Decision 6729 which
provided, in certain cases, for relief from the require-
ment for recording serial numbers of cases of spirits
disposed of, when approved by the Assistant Regional

Commissioner, Alcohol and Tobacco Tax (News Re-
lease (unnumbered), dated May 12, 1964, and Indus-
try Circular No. 64-8, dated May 13, 1964).

Domestic taxpayers should advise their foreign affili-
ates to take protective action with foreign taxing au-
thorities to prevent double taxation in instances where
the Internal Revenue Service is proposing the realloca-
tion of income, deductions, or credits between the
related business entities (Announcement 63-83, LR.B.
1963-32, 56) (T.IR. 491, 7-17-63).

The Service has completed its review of alcohol tax
Revenue Rulings which were issued prior to July 1,
1960, and lists those remaining in effect as of June 1,
1963 (Announcement 63-91, .R.B. 1963-34, 23).

Extensions of time beyond 6 months from April 1,
1963, may not be granted to persons who, on January 1,
1963, were required to file Form 959 with respect to
the organization or reorganization of a foreign corpora-
tion and the acquisition of its stock (Announcement
63-92, LR.B. 1963-35, 19) (T.LR. 498, 8-1-63).

Form W-3, Reconciliation of Income Tax Withheld
From Wages, has been revised for 1963 to provide for
a new reporting requirement in connection with the
automatic data processing system (Announcement 63~
103, LR.B. 196341, 87) (T.LR. 509, 9-16-63).

Exempt organizations which conduct lotteries may
jeopardize their tax-exempt status, as well as incur lia-
bility for unrelated business income tax and the wager-
ing taxes (Announcement 63-108, L.R.B. 196343, 28)
(T.LR. 513, 10-4-63).

The Statement of Procedural Rules, as it relates
to Conference and Practice Requirements, has been
amended to relax substantially the power of attorney
requirements for agents and attorneys who practice be-
fore the Service (Announcement 63-110, LR.B, 1963~
43,29) (T.1R.514,10-8-63).

A tax practitioner’s workload is considered as a fac-
tor in granting extensions of time for filing individual
income tax returns {(Announcement 63-113, I.R.B.
1963-45, 106).

Severa] questions regarding taxpayer identification
numbers are answered (Announcement 63-116, LR.B.
196347, 31).

Increases in the amount of Federal unemployment
tax for the calendar year 1963 will apply to wages
for services performed in 9 of the 50 States because of
reductions in the amount of credit which may be ap-
plied against the Federal tax (Announcement 63-128,
LR.B. 1963-50, 63) (T.LR. 522, 11-22-63).

Requests for opinion letters as to the acceptability
of master or prototype pension and profit-sharing plans
for self-employed individuals will be acted upon as
promptly as possible (Announcement 63-130, LR.B.

1963-51, 42) (T.LR. 524, 12-4-63).

63

e




ANNUAL REPORT e APPENDIX

The deductibility of contributions to charities which
transmit funds to foreign organizations may be deter-
mifed by reference to the Cumulative List of Organiza-
tions, contributions to which are deductible under sec-
tion 170(c) of the Code (Announcement 64-4, LR.B.
1964-4,58) (T.LR. 531,12-20-63).

One edition of the Bulletin is devoted to an index
to administrative and procedural matters which have
been published in the Bulletin since 1952 (Announce-
ment 64-13, LR.B. 1964-7, 6).

United States sharcholders with income from con-
trolled foreign corporations should submit detailed
statements with their returns for the calendar year
1963 and other taxable years ending before October 31,
1964 (Announcement 64-19, L.R.B. 1964-9, 38) (T.LR.
542,2-4-64).

A brief summary of the various records required to be
retained for Federal tax purposes has been published
in the Federal Register as the current Guide to Record
Retention Requirements (Announcement 64-27, LR.B.
1964-13, 49).

A Council for International Tax Administration has
been established to serve in a consulting and advisory
capacity to Service officials (Announcement 64-48,
LR.B. 1964-19, 48).

For taxable years after 1963, taxpayers whose in-
come fluctuates widely from year to year may elect to
average such income over a 5-year period (Announce-
ment 64-55, LR.B. 1964-21, 33) (T.LR. 584, 4-27-64).

Taxpayers are advised to review their pay-as-you-go
status for 1964, the transition period for reductions in
income tax and withholding rates (Announcement 64—
62, LR.B. 1964-22,79).

SUPREME COURT DECISIONS
Civil Cases

In United States v. Zacks, 375 U.S. 59, decided No-
vember 12, 1963, the Supreme Court reversed the Court
of Claims and held that the 1956 enactment, with retro-
active applicability, of section 117(q) of the Internal
Revenue Code of 1939, did not remove the bar of the
statute of limitations on filing of a refund claim for a
closed year. The Court relied heavily on the adminis-
trative and legislative background of the enactment
in seeking to ascertain the intent of Congress, and in-
dicated that such an inquiry is essential where a retro-
active statutory provision does not expressly waive the
bar of limitations. The Court’s opinion appears to
require a taxpayer to show affirmatively that Congress
intended by implication to waive the limitations bar.
The presumption against an implied waiver may be al-
most conclusive where the retroactive statutory pro-
vision is enacted together with other provisions which
expressly waive the bar of the statute of limitations.

On December 2, 1963, the Court decided United

States v. Stapf, 375 U.S. 118, an estate tax case involv-
ing community property. The Court reversed the
Court of Appeals for the Fifth Circuit on all issues
presented.  The first holding was that the degedent’s
estate was not entitled to any marital deductiop under
section 812(e) of the Internal Revenue Codé of 1939
with respect to separate property of the decedent where
his widow took such property under his will but was
required at the same time to give up community prop-
erty having a greater value. The second important
holding was that the decedent’s estate was entitled to
deduct only one-half of claims against the community
estate under section 812(b), even though the testator
directed that all such claims be paid out of his own
estate.  The decision carries into effect the original
Congressional intent of equalizing the estate tax bur-
dens between community property and common law
states,

On December 16, 1963, the Court decided Meyer v.
United States, 375 U.S. 233, reversing the decision of
the Court of Appeals for the Second Circuit. This case
involved a situation where a decedent pledged his life
insurance policies as collateral for a loan during his life-
dme. Thereafter, assessments of Federal tax were
made. The court of appeals had applied the doctrine
of marshaling of assets since the pledge attached to the
entire proceeds, whereas the tax lien attached only to
the cash surrender value of the policies. It concluded
that the proceeds passed to the beneficiary subject to
both claims and that the tax claim could be fully satis-
fied out of the cash surrender value by marshaling the
loan claim against the balance of the proceeds. The
Supreme Court held, however, that the doctrine of
marshaling is founded in equity and is to be applied
only when it can be equitably fashioned as to all who
have an interest in the property involved. The Court
thus refused to apply marshaling since to do so would
both overturn the State’s “beneficent policy” which
underlies the New York law exempting the procecds
of life insurance policies from levy by creditors of the
decedent and would enlarge the Federal tax lien.

In Reisman v. Caplin, decided January 20, 1964, 375
U.S. 440, the Court affirmed the Court of Appeals for
the District of Columbia which had held that a suit
secking 1o have a Service summons declared null and
void and the Commissioner enjoined from attempting
to enforce it was, in substance, a suit against the United
States to which it had not consented and was, there-
fore, subject to dismissal. The Court concluded that
the petitioners had an adequate remedy at law and the
complaint was subject to dismissal for want of equity.
The Court distinguished between proceedings to com-
pel compliance with a summons and proceedings
against a person sumnmoned for an attachment against
him as for a contempt, approving reliance upon the
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former proceedings where there has been a good faith
challenge to the summons and confining the more
severe action to cases where there has been either a
default or a contumacious refusal to comply. The
Court further indicated that the person summoned, or
any interested party, may appear and challenge the
summons at ecither the Service or the district court
hearing and that an order directing compliance with
a summons was an appealable order.

On March 23, 1964, the Supreme Court decided two
tax cases.

In Bruning v. United States, 376 U.S. 358, the Court
held that the Government could collect interest which
accrued after the taxpayer filed a petition in bank-
ruptcy where such postpetition interest was collected
out of after-acquired assets as a personal liability of the
taxpayer on a tax debt which survived bankruptcy.
The decision was a significant victory for the Govern-
ment, establishing the principle that interest on a tax
debt may continuc to accrue even after a taxpayer files
a petition in bankruptcy.

In the estate tax case of Jackson v. United States, 376
U.S. 503, the Court held that the widow’s allowance
under California law does not qualify for the marital
deduction under section 812(e) of the Internal Rev-
enue Code of 1939 because it represents a terminable
interest.  The decision is based on the conclusion that
entitlement to the marital deduction must be deter-
mined as of the date of death and amounts to a rejec-
tion of the contrary approach adopted in United States
v. First National Bank and Trust Company of Au-
gusta, 297 F. 2d 312 (5th Cir. 1961).

On June 1, 1964, the Court decided United States v.
State of Vermont, 377 U S, 351, affirming the Court of
Appeals for the Second Circuit which had held thar if
the general Federal tax lien was sufficiemly “choate” to
prevail over a later specific local tax lien, a general
State tax lien under an almost identically worded
statute as the Federal tax lien must also be “choate”
enough to prime a later general Federal tax lien. The
Court rejected the contention of the United States that
Federal tax liens are entitled to priority over any ante-
cedent lien which is not sufficiently perfected to prevail
against the priority which R.S. 3466 gives to claims of
the United States in situations involving insolvency.
The fact that the State had not attached the property
involved, and thereby reduced it to possession, before
the Federal tax liens arose is not determinative, since
the standards applicable under such lien provisions and
those applicable to an insolvent debtor under R.S. 3466
are different. The Court reasoned that since the
assessment of the State tax is given the force of a judg-
ment enabling administrative seizure of property to
satisfy the tax, the general State tax lien was sufficiently
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choate to prevail over the later arising Federal tax
lien.

No case arising from a Tax Court decision was de-
cided by the Supreme Court during the year. Certio-
rari, however, was granted in Commissioner v. Clay
Brown, et al., 325 F. 2d 313 (9th Cir. 1963), which
involved a question of statutory interpretation of what
constitutes a “sale” for purposes of the capital gains
provisions. The Solicitor General has deemed this
case as onc of rare importance because of social, eco-
nomic, and revenue implications of bootstrap sales of
businesses to exempt organizations.

Although not directly involving Federal taxation or
regulation of the liquor industry, in two recent impor-
tant decisions, the Supreme Court further delincated
the scope of the twenty-first amendment as applied to
the power of a State to tax imported liquor and prohibit
liquor exports. In Departrient of Revenue v, Beam
Distilling Co., 377 U.S. 341 (June 1, 1964), the Court
held unconstitutional, as violating the export-import
clause, Kentucky’s attempt to apply its tax on distilled
spirits shipped into the State to Scotch' whisky im-
ported into defendant’s warchouses for nationwide
distribution.  Similarly, it held invalid New York’s
artempt to prohibit the shipment of liquor into that
State in customs bond for export for sale to airline
passengers going abroad. Hostetter v. ldlewild Bon
Voyage Liguor Corp., 377 U.S. 324 (Junc 1, 1964).

“In the alcphol and tobacco tax field, the Supreme
Court declined to review the affirmance by the Court
of Appeals for the District of Columbia Circuit (Sea-
way Beverages, Inc. v. Dillon, 319 F. 2d 722 (1963),
cert. denied 375 U.S. 923) of the denial, after hearing
and administrative appeal, of a beer wholesaler’s basic
permit to a Chicago firm whose president and sole
stockholder, while president of a predecessor corpora-
tion, had employed the notorious Tony Accardo as a
beer salesman.

Criminal Cases

The Supreme Court has granted the Government’s
request that it review the decision of the Court of Ap-
peals for the Fifth Circuit declaring unconstitutional
the statutory presumptions (sec. 5601(b) L.R.C.) that
evidence of defendant’s uncxplained presence at an il-
licit still would be decmed sufficient to authorize a
conviction of possessing an unregistered still and of
carrying on the business of a distillery without having
given bond (United States v. Barrett, 322 F. 2d 292
(September 1963), cert. granted 375 U.S. 962). The
Government has requested that the Court also review
a similar and more recent decision in the second cir-
cuit (United States v. Romano, 330 F. 2d 566 (March
1964), petition for certiorari filed June 1, 1964).
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The Court has also agreed to review the reversal by
the Court of Appeals for the First Circuit of defend-
ant’s conviction for possession and operating an unlaw-
ful still on the ground that the investigator’s affidavit
did not establish probable cause for the issuance of the
search warrant in that it did not specify which of the
facts asserted were based on personal knowledge and
which were the result of hearsay or of indirect hear-
say and therefore the evidence resulting from the search
could not be used to support the conviction. (United
States v. Ventresca, 324 F. 2d 864, cert. granted June
22, 1964).

ACTIONS OF LOWER COURTS

In the collection litigation area three court of ap-
peals cases received considerable interest. In United
States v. Ryan, 320 F. 2d 500 (6th Cir. 1963), the
court affirmed the district court’s judgment and or-
der enforcing a Service summons requiring the tax.
payer to appear, testify, and produce his books and rec-
ords for years in which collection of the tax was barred
by the statute of limitations in the absence of fraud.
The court rejected the taxpayer’s contention that the
Government must establish to the satisfaction of the
district court that a reasonable basis exists for suspect:
ing fraud or that probable cause exists for believing
the taxpayer guilty of fraud. The court concluded that
the imposition of a condition precedent on the exercise
of the investigative powers of the Service was not au-
thorized by Congress. To construe the statutes in-
volved otherwise would permit the court and not the
Government to determine whether an investigation was
necessary and would convert a summary enforcement
proceeding into a full scale trial to determine whethet
the Government had reasonable grounds or probable
cause for the investigation. The Supreme Court granted
the taxpayer’s petition for certiorari on February 17,
1964,

In the case of United States v. Powell, 325 F. 2d 914
(3d Cir. 1963), the court reversed the district court’s
judgment and order requiring the taxpayers to produce,
for reexamination, certain records for years in which
the collection of tax was barred by the statute of limi-
tations in the absence of fraud. The court concluded
that the Special Agent’s affidavit, filed in the district
court, asserting that “he had reason to suspect” fraud
in the taxpayer’s computations did not form a basis for
enforcement of the summons. The court rejected the
Government’s argument that the agent need not set
out in his affidavit the facts which gave him reason
to suspect fraud nor establish by testimony that his
suspicion was reasonably grounded, pointing out that
section 7604 of the 1954 Code prohibits subjecting a
taxpayer “to unnecessary examination or investiga-
tions” and requires an application to enforce an ad-
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ministrative summons be heard by the court and en-
forcement ordered only “if satisfactory proof is made.”
It concluded that since the agent here failed to make
a disclpsure as to whatever may have created his sus-
picion of fraud, the summons would not be enforced.
Certiorari was granted on May 18, 1964. i

In First National City Bank, et al. v. United -States,
325 F. 2d 1020 (2d Cir. 1964), the court, sitting en
banc, affirmed without further discussion by a four to
three decision, the prior majority opinion of the court
(321 F. 2d 14). The primary issue was whether a
district court had jurisdiction to issue a preliminary
injunction prohibiting a third party bank from dis-
posing of deposits of the taxpayer in a foreign branch
of the bank. The court in the carlier majority opinion
had pointed out that under New York law, accounts
in a foreign branch of the bank are not subject to at-
tachment or execution by the process of a New York
court served in New York on the main office of the
bank because the main office and the foreign branch
are separate entities and there is no debt due from the
main office to the depositor in a foreign branch. The
court concluded, therefore, that since there was no

property within the United States to which the tax.

lien could attach, an action in rem.could not be main-
tained. The Government had contended that this
court itself had rejected the scparate entity theory in
First National City Bank v. Internal Revenue Service,
271 F. 2d 616 (2d Cir. 1959), where the main bank
had been ordered to produce bank records physically
located in a foreign branch.

The court dismissed this contention, maintaining
that that decision did not constitue a rejection of the
separate entity theory for all purposes and under all
circumstances. The Government's petition for cer-
tiorari was granted on June 1, 1964,

The 30-year-old prohibition against labeling repre-
sentations as to the age of neutral spirits, contained in
the Distilled Spirits Labeling Regulations (27 CFR
5.39(c) and 5.39(d)(5)) under section 5 of the Federal
Alcohol Administration Act (27 U.S.C. 205), has been
challenged in a suit now pending review in the Court
of Appeals for the District of Columbia Circuit. In
Joseph E. Seagram & Sons, Inc. v. Dillon, the district
court, by memorandum opinion of December 20, 1963
(Civil Action No. 263-63), disposed of a threcfold
attack on the denial of a certificate of approval for labels
bearing the statement, “The grain neutral spirits in
this product contribute a unique delightful taste of
their own, the result of * % * storage for at least 4
years in specially selected used cooperage—barrels
which were previously used for aging fine whiskies.”
The district court found (1) that the label violated
the regulation, (2) that the regulation was valid, and
(3) that there was no merit in law in Seagram’s con-
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tention that the regulation was arbitrarily applied to
its product. Accordingly, it granted the Government’s
motion for summary judgment.

Once again, the validity of computing the distilled
spirits tax on each proof gallon, or winc gallon if below
proof (sec. 5001(a), LR.C.), has been upheld against
the charge that it discriminates against spirits imported
in bottles which are usually bottled abroad at less than
proof. The Court of Customs and Patent Appeals
held that the wine gallon-proof gallon measure as
applied to the $1.50 increase of tax rates in 1951 did
not violate the provisions in the General Agreement
on Tariffs and Trade (G.A.T.T.) in that such agree-
ment did not have the effect of freezing the rates on
imports to those in effect in 1948. China Liquor Dis-
tributing Co. v. United States; Hulse v. United States,
(May 1964).

The Court of Appeals for the Third Circuit has now
joined five other circuits in holding that the judicial
forfeitability of property is not defeated by the illegal-
ity of its scizure. In United States v. $1,058.00, 323
F. 2d 211 (October 1963), the court overruled its hold-
ing in United States v. One Plymouth Coupe, 182 F,
2d 180 (1950), saying it was compelled to do so by the
view expressed by the Supreme Court in United States
v. One Ford Coupe, 272 U.S. 321 (1926), that, where
forfeited property is seized by someone without legal
authority, the United States may adopt the seizure with
the same effect as if it had becn made by someone duly
authorized. Therefore the court declared the money
forfeit, regardless of the question as to whether the In-
telligence Division Special Agent who seized it had
authority to execute the warrant.

However, the Court of Appeals for the Seventh Cir-
cuit in United Siates v. $5,608.30, 326 F. 2d 359 (Jan,
1964), reversed the district court’s forfeiture of money
because that court had refused to consider a motion to
suppress as evidence and to return the money because
of its allegedly illegal seizure without a search warrant,
on the ground that, if the search was illegal, evidence
resulting therefrom should not have been admitted in

. the libe! proceeding.

The familiar fact urged as probable cause for a search
that the investigator, on approaching the suspected
premises had detected the odor of untaxpaid whisky,
received a blow in United States v. Mullin, 329 F. 2d
295 (4th Cir. March 1964), when the court held that
the investigators’ testimony that they saw cardboard
boxes carried into a smokehouse (located close to de-
fendant’s dwelling) at night and, before entering to
arrest the defendants, smelled illicit whisky, while it
might have provided a sufficient basis for the issuance
of a search warrant, would not justify a search and
seizure without a warrant.

Of particular importance in the suppression of liquor

rings or syndicate operations where a group of boot-
leggers relies upon various local moonshine operations
for its supplies is the decision of the Court of Appeals
for the Fifth Circuit in Sigers v. United States, 321 F.
2d 843 (August 1963), holding that where an informer
acts only under orders of the conspirators, the fact that
he is the only connecting link between otherwise in-
dependent operations in an illicit whisky conspiracy and
is not chargeable as a defendant does not prevent the
operation from being tried as a single conspiracy, and
that the fact that the informer, acting under orders
given by the other conspirators, received the liquor
from the moonshiners and delivered it in violation of
law to the distributors, with the Government’s per-
mission, did not amount to entrapment or render the
informer’s testimony inadmissible to support the Gov-
ernment’s case.

Jack B. Cooper, Miami Beach, Fla., was convicted of
evading income taxes on profits he derived from the
sale of aircraft to the Dominican Republic. Cooper
contended that he had embezzled the funds and hence
under the holding of United States v. James, 366 U.S.
213 (1960), could not be adjudged willful in not re-
porting these funds. However, the Court of Appeals
for the Fifth Circuit affirmed the conviction and found
that Cooper in fact had not embezzled. Cooper v.
United States, 321 F. 2d 274. The Supreme Court
denied certiorari.

In United States v. Colamatteo, 331 F. 2d 766, the
Court of Appeals for the Seventh Circuit on May 7,
1964, granted the Government a writ of mandamus to
require the district court judge to try Orlando P. Cola-
matteo before a jury, as desired by the Government.
After the Government had refused to go to trial be-
fore that court without a jury as requested by the de-
fendant, the judge had dismissed the indictment. An
application for a writ of certiorari to review the de-
cision of the circuit court is peiding with the Supreme
Court.

In the case of United States v. Durant, 324 F. 2d 859,
another Court of Appeals for the Second Circuit case,
the income tax evasion conviction of Lyndon A.
Durant, Chicago, a pinball machine manufacturer,
was affirmed. Durant charged more than 2,500 items
of personal expense to his corporation. The court
found adequate evidence of willfulness in the facts
which included Durant’s disregard of repeated warn-
ings to him by Service agents that personal items such
as, for example, personal travel and entertainment, gifts
to ladies, etc., charged to the corporation as expense,
were income to him. Review of the case was refused
by the Supreme Court.

The Court of Appeals for the Third Circuit affirmed
the conviction of Morris Goldberg, Philadelphia linen
supply magnate, on charges of cvading his personal
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sentenced to a total of 7 years’ imprisonment, was
charged with evading taxes aggregating approximately
$1 million. The principal issue in the case, resolved in
favor of the Government, was whether corporate books,
improperly obtained by an employce of the corporation,
could be introduced by the Government in evidence.
Goldberg v. United States, 330 F.2d 30. Certiorari has
been denied by the Supreme Court.

In March 1964, Fred T. Mackey, Gary, Indiana, who
admittedly operated policy gambling since 1932, was
convicted of income tax evasion, sentenced to 5 years’
imprisonment and fined $50,000. Deficiencies in in-
come taxes and penalties aggregate approximately $2
million. Mackey has appealed his conviction.

Earnest C. Harris, a coin machine operator of Fort
Worth, Tex., and three of his employees, W. Harold
McKenzie, Cecil Lancaster, and Captola Courtney,
were convicted of evading Harris’ income taxes for a
4.year period, by suppressing coin receipts. Harris,
who was sentenced to serve 7 years in prison, has filed
a notice of appeal. The other defendants pleaded
guilty. Lancaster was placed on probation. Captola
Courtney and McKenzie were each sentenced to serve
6 months in prison, to be followed by probation.

In Katz v. United States, 321 F. 2d 7, the Court of
Appeals for the First Circuit affirmed the income tax
evasion convictions of three brothers and a brother-in-
law. The fraud consisted of the diversion of funds
from a corporation to the personal benefit of the de-
fendants. ‘The indictment alleged aggregate income
tax deficiencies of nearly a quarter of a million dollars.
Certiorari was denied by the Supreme Court.

On March 7, 1964, after a 5-week trial in the Western
District of Pennsylvania, Anthony M. Grosso, referred
to publicly as “Pittsburgh numbers boss,” was found
guilty on 20 counts of a 23-count indictment involving
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tenced to 9 years in prison and was fined $191,000.
The conviction has been appealed. At the time of the
indictment, newspaper publicity referred to the “Grosso
Mob” as”consisting of “Tony” Grosso, Sam (’rhc Un-
lucky) Grosso, Jennie B. Grosso and Joseph Pino, all
related, as running the “Grosso Combine.” "The latter
three were charged with Grosso in the indictment.
Upon their pleading guilty to Federal gambling tax
violations, they were sentenced as follows: Sam Grosso,
3.year suspended sentence, $10,000 fine and 5 years
probation; Jennie B. Grosso, 1-year suspended sentence,
$2,000 fine and 1 year probation; Joseph Pino, 3-year
suspended sentence, $3,000 fine and 3 years probation.
Wagering tax liabilities, inclusive of penalties, exceed
$6,400,000,

STATISTICS OF INCOME RELEASES

Individual Income Tax Returns, 1961, Preliminary
(24 pages, 20 cents)

Individual Income Tax Returns, 1961 (233 pages,
$1.25)

Corporation Income Tax Returns with Accounting
Periods Ended July 1961-June 1962, Preliminary (34
pages, 25 cents) '

Corporation Income Tax Returns with Accounting
Periods Ended July 1960-June 1961 (406 pages, $2.25)

U.S. Business Tax Returns with Accounting Periods
Ended July 1961-June 1962, Preliminary (45 pages, 35
cents)

U.S. Business Tax Returns with Accounting Periows
Ended July 1961~June 1962 (274 pages, $1.50)

Fiduciary, Gift, and Estate Tax Returns, Filed Dur-
ing Calendar Year 1961 (96 pages, 60 cents)

Statistics of Income publications may be ordered from
the Superintendent of Documents, U.S. Government
Printing Office, Washington, D.C., 20402.
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Notes: All yearly data are on a fiscal year basis, unless otherwise
specified.  For example, data headed “1964” pertain to the fiscal
year ended June 30, 1964, and “July 1” inventory items under this
heading reflect inventories as of July 1, 1963.

In many tables and charts, figures have been rounded and may
not add to the totals which are based on unrounded figures.

Internal revenue districts are listed in this section by the names
of headquarters cities. Each district is identical with the bound-
aries of the State in which the headquarters city is located except
for the States recapitulated at the bottom of tables I, 5, 6, and 14.
A map of the districts appears on page xii. ’

S
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Table 1.—Intemal revenue collections by sources and by internal revenve regions, districts, States, and other areas
[In thousands of dollars. See table 3, p. 82, for tax rates and further breakdown of nations! totals by sources]

Individual income and employment taxes

Fnternal savenue regions, districts, States, and other areas Total internal | Corporation Income tax incoma tax
. N revenue income not with- | withheld and Unemploy-
(States seprasentad by single districts indicated in parentheses; | collsctions tax? Total held and old-age and Raifroad ment
totais for other States shown at bottom of table) self-em- disabiiity in- | retirament ¢ [ insurance
ployment | suranced43
tax ¢
()] @ [6)] [0 ) ®) m
United States, total, 112,260,257 | 24,300,863 | 71,592,859 | 16,318,069 | 3,830,068 £93, 864 230,858
. 51, 1,487,719 | 5,288,502 | 1,451,5M9 1,148,903 2, 3,558
oo oceccnnaaa (GROPEID). 1,415,391 286,244 957,085 , 284 15,249 4,972 12, 580
Alabama). 726,07 , 582,916 146,231 425, 506 , 02 2,155
............ outh Caratin meeasanemmeane| 489, 91, 850 369,132 B9, 265 273,959 , 829
North Carolina 2,738,295 477, 00; 954,655 231,700 707,441 30 15,204
-~ (M il 342,933 39, 422 281, 87,380 190, 3,604
- CFlorida)... ... __ . T 11T 1,803, 001 284,606 | 1,319,887 458,187 837,003 9,873 14,124
1,041,820 179,596 790, 1 213,542 565,427 1135 10,063
§, 263,025 ,329 | 4,534,1 1,067,138 3,396,307 14,528 35,086
Maine). 270, 1,529 210,009 . 151,565 2,4% 2,616
M; 3,221,613 608, 90: 2,343,627 523,473 1,785,722 3,451 30, 981
Vermont). 120, 646 15,917 94,079 25,570 66, 853 1,020
C .. 1,944,718 375,593 | 1,342,055 350,553 969,353 7,674 14,41
ortsm New 35,984 32,3 183,104 45,236 - 145, , 348
Provi {Rhode Island). 469, 582 78,018 351,232 68,971 277,631 1 4,617
5,423,520 181,083 110,324
76,437 1,03
3,787,743 83,463 58,739
) 006 514 221
65,213 19 ae
, 008, 927 8 15,35
314,173 L 4,561
(Missouri), 363,239 1,305,699 39,846 20,306
lennuou)__ 251,057 928,453 1, 15,702
Set (b) bejow). 241,028 521, 869 7 7,429
region, s, 298 8,640,611 "1 208
[See (d h.lwg 313,513 1,165,358 293 17,017
loveland See (d) below] 459, 982 2,287,923 40, 740 30, 463
oit. Michigan). 688,436 3,210,885 6,771 60, 341
i -- (Indiana) 345,151 1,373,611 83! 17,795
. {Kentucky). 173,738 380, 441 15,480 6,04
est Virginia). 84,478 222,292 63 4,548
. 1,806, 311 4,358,843 4,740 2,871
ow Mexico, 57,8 152,398 1,926
See (1) below). 411,891 867,734 6,425 15,929
Wyoming). . . 35, 48, 126 676
(See (f) below). 44,521 874,451 8,178 15,217
168,415 901,428 , 954 , 33
{Arkansay) 107,128 174,101 m 3,402
Louisians). 212,178 443, 751 7,321
Oklahom: 177,255 446,178 7,040
738, ), 191,079 350, 446 26,914 4,780
20,167,610 | 6,223,377 | 11,908, 931 204,423 9,483,624 80,778 150, 108
e (C) below). 1,221,727 310,003 864, 555 113, 496 733, 2,499 , 737
- {See (c) below)_ 2,270,364 257,708 | 1,848,957 578,925 1,244,945 5,249 19,838
- (See (¢) below)_ 2,048, 596 466,567 | 1,373,696 1,072,660 16, 088
(See (c) below,; 14,626,823 | 5,289,051 | 7,821,722 | 1,267,151 6,397, 155 52,872 104, 443
Miid-Atiantic region. , 226, 123,48
Baltimore. _ 629, I 1,531,993 15,084
Newark 1,704,160 34,042
P 2,119,052 34,140
P 1,718,885 23,870
Richmond 844,04 e 11, 366
., 951
3
641
, 955
, 280
, 164
55,303
, 634
, 205
one..ooooeeeeaees Nevada) . .. T TTTTTITUTT 240,646 37,195 182,827 8,070 3 (? . 864
Salt Laks City. h). 324,578 ), 252,485 52,731 196, ,103 , 287
San Francisen..._..... ee (2) below)_ .- 00T 4,473,523 612,206 | 3,241,824 817,664 2,347,724 42,517 33,858
eattle ( , 382, 842 180,477 { 1,077, 253,544 811,703 600 L 044
Office ot , 980 a 278, 618 16,66 , 031 L] , 238
Puerto Rico. 108,232 127 50, 249 4,437 600 |cuamee, . 3,212
ther , 661 32,312 215,366 158,179 55,431 688 68
Undistributed :
Depositary receipts?. —316,910 —409, 468 —-423,014 13,546 oo
Transtersed to Government of Guam. --3,810 -~3,810 =3.810
Withheld taxes of Feders| =13,715 -~13, 715 -13,715
Totals for States not shown above
10,534,708 7,796, 563 43,383 89,163
8,697,901 §, 597, 807 84,224 66, 169
20,167,510 931 60,778 150, 106
6,693,373 41,633 47,480
7,088, 72,902 , 009
4,240,209 15,599 31,148
Footnotes on p. 84.
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I l Table 1.—lntemal revenus collections by sources and by intemal revenue regions, districts, States, and other areas—Continved Table 1.—intemal revenue collections by sources and by intemal revenue regions, districts, States, and other areas—Continued
l‘ul ‘ [tn thousands of doflars. See table 3, p. 82, for tax rates and turther breakdown of national totals by sources] {In thousands of dollars. See table 3, p. 82, for tax rates and further breakdown of national totals by sources]
S
I I Alcoho! taxes Alcohol taxes—Continuod
]. Excise taxes, . j f - Internal revenue regions, districts, States, and i X
. Interna) revenue nmiom, districts, States, and Giftta I?hll(lr:‘x'r‘n’ Distitled spirits taxes other areas ! Wines, cordials, etc., taxes Beor taxes
| oy i S R 3£ ) —— » ot S, b7, S G ot - p— s pe—
' . " P, 4, 42, 47, otal mporte: ., H s fo! 0! mportet upation: imparte: ccupational
t (States represented by single districts ":,d'm'.d( and 66) Total  |(collected | Domestic ¢ | Regtifi- | Occups- | Otnar 1 of table) Total (coliected | Domestic | taxesi! Total (collected | Damestic ¢ Thes 53
{ in parenthases; totals for other States shown : !
4 bottom of table) cu :'Ym‘) cation ¥ | tional ¢ ‘ by Customs) by Customs}
) sto:
' asy as) {20 @ (@) 23) @) (2
| i ® [©) (10) an a2 a3 ah i awn yoae |an 4 Dl
I oo | 2ems 30 | soams | s m0 | zsaa | shaee | 520 110,202 2,0 740 2,40 o, 5320 2,00 4,54
103, 13,950,232 | 3,877, 2,575, , 029, 3 s
i United States. total- 05, 212 2,092 367 1,198 530 23,800 21y 2,958 Y
' 1, 613, 241 478 2 400 s7 5,046 7 57
. U 5 5 1 68
e 261 12 i#§ 103 109
e H 1 104 1ol
1 ' i 260 118
121
i 1 R
' Maine) 75
B Massachusetts)......... 9 11
i 'ermont). 58 4
doe icut).. (O] 48
t New al
' Rhode Island)_.____.._. 1 4
Jd m L.
(South Dakota) 1
| - (See (b) below), 2
lowa 5 1
B 1 1
2 1
' 297 1
1 2]
1
5 23
ee (d) btlow;.. 621 498 122
d) below). _ 915 213 526 176
Michigan). 1,844 237 1,3% 218
indiana).__ 135 18 m
Kentucky; - 980 £ 942 [4 14,016 13,947
lest Virginia). 22 22 1
Loq © 23 a . 253 naz PN us 20,78 2.
mn 183 “ 179 31, 458 108 30, 985 35|
. i 5 ]
19 39 153 1 30, 862 4 30,798
263 21 42
9 8 2' 18,489 ES) 18,334 1
©) *) ng 677 1
18, 38¢ 4,283 u, 828 “ 102,792 2,91 ", [
us 5 1 7,174 7,080 94
2,392 2,387 5 58, 984 58,795 189
. 9, 553 107 9,444 2 2, 711 22,085 183
. 36 13,643 2,086 11,367 189
. 18 169, 574 m 169,115 41
Maryland and D.C.). . E] 27,648 133 27,440
Raniiidand oL 333 o below 3 8 Fd | e s 15¢
S (03 ol 7alo | 10 | aEres | 12 o0 13 below : 24,065 2 i
40,679 | 71,570 327, i B trginis) 203 ],31; 2 1,181 1
4144 ¥
ulgg ZEI Pt 34 F 1,131 . 95,76 -
11,831 | 20,7 l.W;.g;; “"-uz ) ‘;
53 * » .
2,424 ¢ %41 5,13t 1,657 1 1,631 2
) 380 365 5,080 1,739 awi ] 7 153 315
339 91 9.501 A e (2) below). . “) 38, 756 4% 38,112 15
172,794 | 10,159 413,038 115,363 rizons). 141 1,279 (&) 1,265 1
1526 710 9, 1,592 Oregon). 108 Zm Iy 2,785 ‘
ovads
1;3;8 ;‘z)g ﬁ:?ﬂ; 3 7 {Utsh) i 2,273 2,237 3
3 [rxs 18,367 - (Seo (a) below)_ ... _. ur %g, Hg 186 gg: ;gg l(sl
107,083 | 5,416 | soe.0s7 | 231,831
26,170 1,550 97,314 3 Office of u
20,818 %2 :;,m B Pusrto Rico... " 14
6 \ , -
her. .| 20,808 554 627 1
undi;trihug:.u: - 92,558 ’."?S""" of Guam.
T:.’::,‘."'zd".:"m o auam eld toxes of Federal
Withhetd taxes of Federal employess.. . ... ..|-——ceeeemcfeommmnanr]ocmnenamrnme oomcnomanen nmeneesenn oot mn s s [se o s m e e n e n o m ST | 2R
Totals for States not shown above
Totals for States not shown above
54
347,194 | 228,967 | 55,574 | 169,874 | 1,672 | 1,832 14 58,687 983 57, 582 17 59, 540 682 58,593 2
i Eg lg{“g 8’6 330,584 | 34,668 | 289,996 | 4,504 | 1,274 51 51 o 1”23 3 o ;g; 9 gg. 3533 s;;
arig ) LuLuE| ) a6 | 1580 ! L2 8 1,5% 213 1,028 298| 3208 T | 31860
LS| R orese| rnas| 2ss Lie7 | 183 n ] 5% »i hE B m i
: ll:773 570:309 43,763 11,810 | 11,161 209 1 423 193 ) 31, "
' Footnotes on p, 8A. Footnotes on p. 84. 7
i 1! 74 1
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Table 1.—Intemal revenue collections by sources and by intemal revenue regions, districts, States, and other areas—Continued
[in thousands of dollars. See table 3, p. 82, for tax rates and further breakdown of national totals by sources)

STATISTICAL TABLES

Internal sevenus reglons, districts, States, and other
areas }

(States representsd by single districts Indjcated in

Tobaceo taxes

Stamp tuesl on datuments and other

— % = - ——

CRNENI. S —

parentheses; totals for other States shown at bottom Total Cigarettes ¢ |  Cigars ¢
of table)
(26) @n (28)
Unitsd States, total_ ... oooieeoemnananons 2,052,545 | 1,976,675 =%,3m
region 1,246,185 | 1,224,938
Atlants 639 [@]
ulrmlnh ;, ?é.’lb
fumbi 3
I:I‘:":‘!b 1,230,312 | 1,224,873
Jackson. Y &
Nashville. . . 1,740
Nertheast regien 263 E‘)
Augusts . Maine). 1 )
Boston_..__ M 19
ur armont). o]
artiord a0
ty: . {Now Hampshire) (]
Providence. thod- Isiand). 3
2,14 1
L 1587 “ ?
&
[X) 37
3
“)
1
$, 808
119
1,801
639
ndiara). 779
K 1,99
West Virginia). ... 238
* )
O |76 9

New Hexico).
§§(n (1? below).
yoming). .
(See (f) below).

Offics of .
PUBID RICO o ecevmmmmenmeeammcenmnmnneen) 5,957
Other.
Undistributed:
Dapositary receipts...
Transterred to Government of Guam.
Withhetd taxes of Federal
Totals for States not shown above
122 27
1,157 10
163
2,458 1,92
27,050 25,787
101 99

Footnates on p. B4
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Table 1.—Intemal revenue collections by sources and by intemal revenve regions, districts, States, and other areas—Continved
[t thousands of dollars. See table 3, p. 82, for tax rates and furthar braakdown of national totals by sources|

Manufacturers’ exciso taxes
Internal ravenuo regions, districts, States, and .
other sreas ! Tires(whally|  Motor Radio and
or in g:n of | vehicles, television
(States represented by single_districts indicated in Total Gasoline | Lubricating | rubber), chassis, | sets, phono- Other 1
parantheses; totals for other States shown at boltom oil, ete. inner tubes, "“‘“;‘"" graphs, com-!
of table; and tread ani ponents, etc. il
rubber accessories applisrices
(5 (2] an (38 9 [C] “n
United States, totsl. ... ......oouniinnnn 2,618,570 76,118 411,483 | 2,325,678 192,385 20,374 230,720
Seutheast region 3,678 1,70 4m 7,81 4,40
Atianta___ 1,31 2,428 1 96 1,024
irmi 2,707 209
) 152 289
2 2,113 u
vdl ;
. 64
127 1,921 1,479
Nert 28,134 2,199 3,302
6l 12 181
2 2,635 10,447
s’ 10 45
, 738 4,006 18,729
ow 57 504
Rhode Istand). €36 235 1,945 351
396, 61 9,888 1,797 02,111 32,928
outh Dakota).__. , 376 3 ($] 30
ee (b) below). 257,488 7,007 3! 61,653 5, 137
owa). . ... 10,220 101 140 1,980 , 105
North Dakota). , 370 19 “) 16
i il 23,474 lg; ) 10 12,995 2,185
3 ° 7
44,854 1,078 1,180 6,558 1,103
(Mi 33,457 892 101 6,460 3,291
se (b) below). 17,789 33 1,310 Bl
201,258 5,708 280,738 | 2,050,018 43,798
, 546 1M 7,480 9,057
78,444 2,235 280, 258 58, 580 23,123
27,758 19 318 | 1,961,119 7,744
18,227 39 23, , 500
71,087 2,475 n 1,278 373
, 196 112 19 2
83,524 2,148 17, 647 18,107 1,314
, 465 ¢ 2
476,234 14, l0§ S 867 1,623 407
, y 1
2,240 m 1,263 6,988 382
enver _ 10, 621 ) 11,512 2,899 130
ittle Rock. Arkansas). 14,404 13,634 20 *) 75
New Orteans. - (Louisia ), , 608 n 4 213
Oklzhoma Cit . {Okishom, 252,628 242,875 7,982 ' 1,666 2
Wichita Kansas)._. 12,91. 11,403 233 v 1,108 99
78,510 461,373 16,004 56,330 25, 6,548 %18 102,208
- (See (c) below) 3,633 . 284 1,260 a1 65 1
. (See (c) below 21,025 ,519 69 2,044 4,744 4, 3,858 4,260
- (See (c) below)_ 24,510 817 4 5,968 3,225 18,139 3 34,414
- (See (c) below; 7,342 449, 352 15,984 48,318 16, 550 2,35 63,384
585, 612 3,08 14,645 [ed 6,305 n,1m 11,30 19,048
3 15,292 15% 17,497 3.118 8% 9
101,161 13,852 979 767 71,197 6,425 1,052 7,089
180, 41 152,646 4,051 2,612 11,570 8,283 6,837 4,412
Pitts| 228,731 194,591 9,379 1,79 6;125 3,838 6,155 6,830
Richmon: 1,2 , 530 1063 B 7!
Wilmington 387 ) 12 7
Wastern reg| 360,591 293,703 6,463 2,503 30, Qg 5,238 4,859 18,074
) . .
1,852 L5 | 8 | 8 a 168
204 i ? :
202,139 163,988 .4, 261 1, ll: 13,978 4,235 4, Zlg 10, Og%
8,114 1,070 é'; 1 6,468 13 261 288
365 (& 1 15 )
3,020 1,402 (‘1 1 271 2 ) 1,34
132, 47 121,968 L 191 1,058 3418 880 5] 2,720
Seal 12,025 5,239 3 (&) , 206 118
MnuP- 1 1 3
Oth 4 1 1 3
Undistrll
Pt y receipts___.
o of Guam.
Withheld taxes of Federal
Totals for States not shown above
a) California, 334,487 285,956 6,452 2,412 17,457 5,115 4,264 12,771
is 461,683 215,21 7,046 3% 62,962 73,144 17,685 25,218
736,510 461,973 16,094 56, 330 25,719 64,945 9,183 102,205
473,512 81,9%0 2,311 280, 375 64, 060 1,088 11,507 32,180
419,14 347,237 13,430 4,405 17,695 12,141 12,992 11,282
543, 506 508,473 14,579 6,130 8,611 3,370 1,55 789
Footnotes on p, 84,
77
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| Table 1.—Intemal revenue collections by sources and by intemal revenue regions, districts, States, and other areas—Continued Table 1.—Intema! revenue collections by sources and by intemal revenue regions, districts, States, and other areas—Continved
1f [In thousands of doliars. See tabis 3, p. 82, for tax rates and further breakdown of natianal totals by sources] [in thousands of dollars. See table 3, p. 82, for tax rates and further breakdown of national totals by sources]
' Retailers’ excise taxes Miscallaneous
| oxclse taxes Miscelisnoous excise taxes—Continued
| Admissions Internzl revanus u|lons. districts, States, and other
Interna) revenus reglons, districts, States, and other areas - reas Toll tele- | Wire mileage Coconut and
i Toilet mnb du.; phone serv- | service, wire !  General Transpor- | Useot safe | other vege- Diesel and
| (States represented by single districts indicated in | Total | Luggage, | Jewelry, Furs pri - Totsl | Theaters, | Roof (States represented by singie districts indicated in | “ice, tele- | and equip- | telephone | tation of deposit table oils Sugar speclal
N parentheses; totals for other States shown at bottom of table) stc. otc. concerts, { gardens,» 4nm.mn parentheses; totals for other States shown at bottom | graph, cable,j mantservice |  service persong 1 boxes processad motor tuels
J athletic | cabarets, - of table) radio, etc.
0 contests, ste.
! ete. 18 [€1)] (52) 53) (54 [¢D)] {56) {57)
i
(a2) @ () 48 (49) (50) .‘ United States, tatal. .. _...oooinmemnnenoo | 250,330 13,278 530,580 106, 062 v,423 | 173 9,41
United States, total.. .. .....oiooniiieiii 475,03 | 78,704 | 189,437 47,083 3 reglen 45,429 us 5,074 12,505 [T 1 4m
o 120 ! Atlanta (Georgla). 37,088 .'7 0 40, 106 8, 351 S8 * 4,133
| reglen s, 11,483 3,118 3,528 7,348 (Alabama) $30 B8 516 61 ° 27
Atlanta___oooeeeaooo 17,870 1,497 3,515 525 1,068 Columbis. outh Carolina). 404 1 62 28 . 8
I 4,177 626 1,914 50 170 774 Greensbart North Caralin; 2,0 143 6,109 5 " 2
’ Columbta.. - 2,521 312 1,052 131 “ ' 87 3 127 33 . 3
. Greansboro. - , 902 1,060 3,737 322 104 1,1% Florida) 3,789 9 4,631 4,12 231 o 358
; ackson 2,026 34 2 7 %7 | Nashville.. ennessa, 824 i 1,124 3 74 i 1
11,137 1,705 5,016 1,857 2,624 2,343 i Nertheast region .. 19, 218 1,187 7,748 1,Mm ar () 2,55
! nio | L | aem £ i i osion fare 130 2 18,18 1,773 2 2,851
21,504 43 29 azn m ) 170 ton. 3 3 . 2
it 977 142 u‘lsﬁ > 85 - 148 ¢ 160 8 3 66 *) )
1 16,707 2,876 7,119 1,831 939 , 253 C 6,552 827 8,348
b 56 225 29 New Hampshire). 2 53 [&] 145
L3N lartford.. .. . 7,450 785 2,34 295 357 2,126 | Rhode Island] “ 36 3 83
! -w N 678 100 a1 30 . 7,688 2,m 124,797 a,69 18,182
¥ P (Rhode Islana). 2,310 354 1,093 302 225 144 34 250 542
1 Midwest region 76,110 | 15,088 | 29,884 5224 5,835 10, 551 ' 13,204 765 3222 23,49, 7,227
f outh Dakota), 815 85 59 53 69 1,409 7 1,833 1,630
| n b) balow; 34,658 1,310 13,169 2,758 2,078 4,688 b 0 28} 2 i
t 3,501 456 1,702 101 pal 99 5,672 220 10,518 , 599
Nwl Dakots). 708 83 14 77 4, 896 6 21,172 , 336
' - , 548 U0 2,43 475 €88 1,006 34, 908 754 8, 888 13,452 , 157
L Nebraska)._.._.....c.....| , 530 373 1,037 w2 219 1 978 St 1,361 4,719 ,736
' Missouri). 16,854 5,208 5,393 42 &87 1,641 2,330 58 3,262 1 244
Minnesota) 1,358 3,866 720 961 1,218 18,774 1,418 70,958 an 15,842
| - (Ses (b) below] , 160 388 1,545 503 3,301 156 5, 955 B 243
t 50,708 7,888 | a,m 380 4474 s, 14,003 589 22,215 , 347
. ee (d) beiow). . 11, 2,037 4,577 479 565 1,416 I 10,962 267 25,168 4 , 250
o e (d) below). 10, 1,344 4,429 821 1,128 2,502 7,269 235 11,630 332 , 482
Ty Detroit, ichigan). 16,771 2,701 6,485 1,388 Lm 3,046 , 25 L7 , 872
' (Indiann). 555 973 | 3,785 a7 639 La2u § 243 4,104 e
i I Loutsville_ .. _________ {Kentucky). , 162 486 1,55% 3717 274 869 s 20,540 28,79 5,378 1,710
LR ¢ , 090 297 95% 29% 102 27 134 12 11, 1,420
IS az, 502 5,585 | 20,638 1,113 13,750 L7 587 102 443 5,814
I 1,266 128 514 m u7 Wyoming). . 7 «, 927
| 10,352 1,451 4,893 391 516 2,074 s ~ (See (1) baiow).. 3 210 4,081 , 592 , 545
| 53 21 3 B85 13,681 § - 7 19,614 1,201 , 162
1 o8 (T) below), 13,713 1,472 7,852 425 431 2,194 Arkansas), 328 1 5 , 105
4. lorado) , 080 398 1421 1 879 794 218 25 224 10 , 540
W HttieRock..eeeeoo... . , 254 328 945 06 224 367 78 9 , 819
! Loulsiana) , 850 786 2,047 237 555 n3as) 1,290 70 1,362 , 377
i 'Oklahom: , 756 592 1,541 88 20 o, 166 515 76,799 2,02 1,124
K . (Kansas)_ , 840 n 1,174 €9 175 1,009 (See (c) below) n 5 u 1 820
' Now York 112, 578 n, 284 34,908 15,3 4,784 11,400 4 14 8 786 713
i Albany ¢} Beiow) 1122 295 930 36 a7 762 B 3,358 & 1.3
Brooklys c) below). , 879 1,706 3,35 3,946 651 2,545 ] 58, 552 8,165 72,683 30,575 11,277
Buftalo. €) below) . 10, 400 1,2 5,01 73 857 1,888 “, 2,2 78,908 » 5, 058
1 ¢} below; 91,177 12,871 24,578 10,158 2,839 6, 206 , 898 391 14,283 , 447
1 4 7,494 | 21,368 5,39 4,516 1,628 13,463 478 15,840 137 , 855
b 1 1,654 5,271 1,917 1,451 2,338 16,063 802 34,608 , 576
1 1,692 4,707 1,735 . 794 2,147 T 1,728 59 2,898 , 967
1 2,121 5,407 1,784 813 2,809 , 130 9,275 “) ,070
y 1,133 3,033 424 292 1,927 6 (&) 4 141
r 813 2,408 126 1,412 51, L7177 .40 10,719 n,n1
N 32, 40 H 597 13 2 32
! sen reglom. _ 9,352 | 30,306 0,00 | 13,281 11,081 7 103 ) 7%
‘Alaska). 397 29 205 20 120 3 2 129 2 674
daho)_ 1,078 107 43 15 183 7 27 2,052 73
lontana) 858 104 378 21 212 118 11,124 2 10,476 7,067 6,087
,718 285 B15 213 31 86 1 1,557
o 33,849 4,736 13,968 5,706 3,578 4,684 18 646 ) 1,603
J .. .| , 288 274 1,06 270 454 585 8l 10 83 528 764
Oregon). .| , 34 431 1,3% 96 897 2 . 132 (] 80 1,067
Navadz).. - , 128 105 0 46 3,39 93 28,355 822 44,311 563 509 2 ; 8 , 338
! Utah; -] L, 170 227 82 9,868 234 15,119 1,764 uz ’. )
" & | 20762 2,350 8,865 2,168 2,737 3,383 378 2,687 n
! Wi , 625 702 2, 5“ 36 ™2 983 .. 2,667
Office ot 2 (O] l 375 27
Puerto Rico. Ilndulnbuud
Other. 2 H (Y] ! Depositary racaipts.
H Undlxmhutm: ) Transtorred to of Guam
3 llury 'm'l'“! Withheld taxes of Federal
{ Ilrll;l‘h Id taxes of Feders o Sloree: )
" m of Federal
bRl Totals for States not shawn above
1 Totals for States not shown above
[ par |l owml gml o w4 el oue
i 7,087 ,633 3,345 21,547 160 959 7,875 6,315 8,067 21, d ,
| 7,757 3,71! 3,660 11,687 3,588 2,892 2,581 5,481 61,166 8,315 76,799 32, 211 1,078 . 3,418 14,124
1 21,264 34,508 8,022 48,383 267 779 15,213 4,764 11, 400 17,305 705 28,230 420 : 189 6,591
' 3,381 9,026 1,074 1,646 1, 1,689 3,018 17,781 861 37,505 l 509 . 4,165 9,543
. 3,254 8,440 1,831 7,131 87,465 2,208 1,105 4,73 4,483 312 4,584 4,035 302 3183 15,359
¢ 2,923 12,751 998 7,34 46,009 816 W
41
i l ¢ Footnotes on p. 84. Footnotes on p. 84.
I 79
!
K
‘ i« "




ANNUAL REPORT o

STATISTICAL TABLES

Table 1.—Intemal revenue collections by sources and by intemal revenue reglons, districts, Stotes, and other areas—Continued
{In thousands of dollars. See table 3, . 82, for tax rates and further breakdown of nationz| totals by sources]

Miscelianeotis axciso taxes—-Continued .
, districts, Gtates, and )
'"“m-ll fevems 'l"]gnl’rlll:}”m Sates, am Narcotics and) Coin-oper- Wagering taxes Use tax on Unclassified
mnihglm. ated (mu;c- "Bawlm hllh:lly other 1 excisetaxes
tate ted b le_districts indicated in | including ment an allays, pool ) motor or -
(sm::nllh'npx’::,';luulx 'l, S'«Tﬁ.su’m shown st bottom | occupational [ gaming de- | tabies, efc. | Occupational| Wagers vehicles
of table) taxes vices
(59) (60) [(3)] 62) (63} [(2)] {65)
United States, teta). .......cccuvamvannmannn L,m n,m 5,608 €7 5,433 100, u0 108, 387
reg n 504 50 38 1 11,306 ] 202
Atlanta.. ton z‘“ﬁ 1 5 81 1,580 1 7,184
Birming 32 5° 8 75 1,524 6 —857
673 3 2 35 828 1 412
1 70 2 2 12 2,531 3 —2,815
398 3 6 52 767 ) 2,716
2 140 120 5 274 2,568 s -3, 06]
1 45 9 8 121 1,509 12 «.
3 343 i 109 168 4,700 b 2
. 27 22 ) 1 404 1
1 l7g 15; , 2 2 Z.?ﬂ Z= ® 2
T o 1] 100 Y & 1,48 4 3
I T T o
RI
rode laend)... ... 142 L7 1,032 ] w2 16,28 38 I
South Dakata)._ 148 0 1 3 511 ™ .
oe gh) below)_ 5 368 a8 1 162 4,387 10 62
owa, lg{ 121 ) lg l.gg ® 1 1
34 -
A st 1 218 1 2 2,23 3 1
1 80 &l 1,089 1 1
34 278 1 29 2,753 7 7
130 1 27 2,149 12 -
353 1 59 . 385 2 1
14 2,118 1,03 10 1,388 15,628 3 $, 5T
(Sae (d) baigw). 1 29 1 "101 1,629 1 27
- (See {a; below). 5 307 2 u - 163 4,127 1 2,07
. (Michigan). .. 2! 213 4 85 , 884 14 4.
Kartuch : B! it @ L 3
Kertuck: " 1 m , ;’3: r]' _’:’
118 5 m - s ", 2,
New Mexiro). 3 > [ 23 6 353 “) 150
See (f) below).........| 68 177 1 1 99 2,961 4 4,390
o0 ( Baisw 1 b ) 2 488 H 2,83
(See (1) below). 3 & P 1: il : 83
4 376 77 , 005 Q] 39
19 1,004 8 2 78 929 1 90!
16 82 13 1 3 1,722 2 ~6,42]
7 305 99 23 1,306 4
ks 1 854 2 25
,f “7‘8 X g . 752 16
ow [ 18 3 & Lo H 1
3 below 8 75 71 2,771 7 2
a4, ” 4 a0 1,041 3 1,349
""""" ! T 131 1 4] 1627 ] 6, 043
23 330 256 11 3,250 3 —16,215
[ 470 215 1 1% 4,785 15 5, 481
1 449 157 1 165 2,505 n —6,763
2 185 n 3 5 , 584 4 5,372
12 B 4 25 291 36 —482
1§ 1,578 [ m 1,659 17,000 106 133
of CBlOH ol R TE 8] 8
98 g . 2 © k] .'Zv;g |3 S— &
5 g? 207 3 139 4,681 15 80
164 37 1 12 710 1 2
363 &4 .4 L7719 2 33
6,208 8 5 925 210 “ 23
263 30 33 ] 600 1 1
3 214 116 7 36 5,928 39 -1
1 754 88 102 3 1, 505 39 -6
(O] ) 1
Other () lii © i3
Uadlatributed:
X y recelpts ?. . 92,558
of Guam.
Withheld taxes of Federal
Totals for States not shown above
81 “uo 324 10 175 , 603 5 18
; Iinols. £6 121 361 18 21 5,772 12 74
c) New Yc 28 408 505 2] 178 6,854 28 250
68 598 353 29 264 5,826 3 2,348
lg % 920 372 27 >3 7,289 2% 18,717
(D Toxas. 8l 24 230 13 121 7, 9 1226
Footnotes on p. B4,
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Table 2.—Intema! revenue collections by sources and by quarters

[In thousands of dollars)

Quarter snded—

Source of revenus

- Sept. 30, 1963 Dec. 31, 1963 Mar, 31, 1964 Juno 30, 1964
(6] @ [6)) W
Grand total. 25,169, 260 22,447, 381 31,224,763 33,418,848
poration income tax * 563,283 4,679,108 7,687,910 7,370, 562
Individual income and employment taxes, total.. . lG 510, 303 13,828,724 18, 656, 853 *21, 595, 978
Income tax not withheld a1 - 2,702, 539 770,436 4,312, 246 8,532, 848
income tax wnmhuld and old--u and dxublllly msuum:e L R, - 13, ESS 928 12,910,892 14, 362 978 12,898,270
Railroad 5,536 144,417 152,758 151,152
insurance. 5 299 3,979 20,872 12,7
EStato tX. .. oo oo et amsaamsmane 536, 135 439, 901 533, 760 600, 595
Gift tax 7,693 7,245 26, 357 264,017
Excise taxes, total 3, 551 245 3,491, 402 3, 319 888 3,587,696
Alzohol taxes, total 873,418 989, 481 767,256 847,344
Distilled spirits ¢ 597,304 754,812 547,539 675,665
wmls corduls, te. 21,722 28, 834 31,763 27,923
Baer 254, 392 205, 834 187,954 243,75
Tobaceo taxes, total ® 539,779 536,878 433,726 542,162
Cigarettes 522,543 517,503 415, 662 520,967
Cigars. 12,560 14,454 13,019 18, 266
Other 4,677 4,811 5,045 4,99
Stamp taxes on documents, other instruments, and playing cards, total_..._...._..__.... 39, 561 42,319 46,674 42,999
issues and transfers of bonds of indebtedness or capital stock, foreign insurance
policies, and desds of conveyance:
Sales by 12,330 12,435 14,646 12,154
Sales by district diractors. 25,239 27,70 29,537 28,570
Playing cards, silver bullion transters 1,952 2,175 2,49 2,276
excise taxes, total 1,570,148 1,372,049 1, 590, 383 487,982
30line. 681,936 684,545 645,143 606, 745
Lubricating ail, etc. + 850 19,084 17,762 17,620
ires {wholly or in part of rubber), i mnlv (nhu, and tread rubber...... ... .. 112,876 100, 12: 96, 8. 101, 646
Motor vehicles, chassis, bodjes, pa 612,502 419,923 673,535 619,656
adio and tslevision sets, phunogunhs 41,100 8, 55,433 47,215
ﬁulnnmnn treezers, sir-conditioners, X i, 818 30,542 38,381
Cther ), 62, 71,049 56,720
Retzilers’ axcize taxes, total 110,760 99,187 165,931 93,14
Luggage 19,823 16,052 26,542 15,786
]nwnlry, n’r , 044 3, 71,42 36,167
4,363 5, 625 13,182 6,877
Talll! 42,430 39,710 , 412 40, 305
wxciso taxes, total 415,277 414,070 336, 984 320, 300
Admissions:
Theaters, wm:ln:, llh ic contests, ete.d6 ...l 12,201 14,47 9,872 10,469
gatde 10,324 10,705 10,080 9,916
21, S5, 64. 15,918 21,710
93, 03! llz, 173 101, 266 73,131
116,774 2,948 155, 125 105,741
26,157 29. 989 2],958
s it boxe: 1,764 1,829 » 2,26
ownut nd other vumhlo oils processed 4 -1 4
25,503 26,981 24,416 18,422
unl lnd SP'CIII motor fuels. 312 33,077 , 76 31,115
arcotics including taxes 361 209 14l 571
Coi opn and nmm.dmm; 15,125 1,108 84 5,689
Bowli llhy!. Donl tables, efc. 3,34 545 32 1,397
fagering ta
307 24 153
jagers. 1,3 1,546 1,188 1,355
Use hx on highway motor vehicies. 5,817 12,65¢ 15,34 16,380
Other 1* 11 102 65 59
670 884 13,157 —883
1,633 36,474 —34, 204 148,656
Foctnotes on p. 84,
81
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Table 3.—intemal revenue collections by sources, fiscal years 1964 and 1963

(tn thousands of dollars]

Fiscal year .
7
‘Source of revanue 1964 1563,
) [on
Grand total, all sources 112, 260, 257 108, 925, 395
Carporation income taxes, totaf . 24,300, 863 22,336,134
24,298,959 22,334,205
Reguiar 298, 3
E:omm organization business income tax 1,904 1,929
tndividual income and taxns, total. 71,592,859 67,992,067
t withheld and self. ent 16, 318, 069 15,204,971
m‘;ﬂ: a: "vffm:'-m :nd old-age and dlublllly msunnm total 2 ¢4, 53,830,068 51,266, 988
54, 253, 082 50,289, 180
bt ":,."'“ Y receipts ¥ ~423,014 977,808
i 593, 864 571,644
R."md road ant tax; tax 734 percent, smployses’ tax 734 percent; both imposed on taxable
ms::‘-‘ls:d w'uh raturns. 580, 295 577,957
Undistributed di 1y receipts 7 . 13,546 .
Railroad employses’ ro lnmivn tax, 1434 percent on taxable portion of wages. 22
Hoyers of 4 or more persons taxed 3.1 percent on taxable portion of wages, effective January 1,
u"'ssf'(m"&'::.'ﬂ:':?."a% 1'9’3 ::; ngZ 3“35 I:d.lps.pnrcenl lupoclnyﬂy) cradit atlowed up to 90 percent of tax for contributions
funds. B50, 858 948, 464
tax, graduated rates from 3 percent on first $5,000 of net estate in excess of $60,000 exemption 1o 77 percent on portion over
E’;‘l‘l; 050 credit lllnwld for s?.'n death taxes 2,110,992 1,971,614
d rates from 234 leﬂ? on ﬁmssooo of et giffs in excess of $30,000 exemption to 57%4 percent on portion over 5,312 215,80
,000; $3,000 annuzl exciusion for each donee 3 3
Exilu thxes, lnsl 13,950,232 13,409,737
Alcohol taxes, total 3,572,498 3,441,656
Distilled spirits taxes, tota]. 2,575,320 2,507,068
Imported (collected by Customs, ratas same as dom: 504,824 459,157
De:mm,(slo 50 per ym! gatlon or wina galion mn bllow proof ¢ 2,029,570 2, 006, 375
qailon 25, 49 25,51
Qccupational taxes:
Run’ho rage manutacturers of spirits, $25, $50, $100 per year. L1 n
oct
Ln: than 20,000 proot galions, $110 uu vnl 23 25
000 procf gallons or more, $220 par 27 520
ers in Imnal or medicinal xpmu $$4 per year 13,377 13, H
holt , $255 per year. 750 685
Manutacturers of sunx. 355 p-r year L 0; Lo
Saizures, penalties, etc .2 z 158
ils of
Wines, cordials, ate., taxes, tolat, 110, 282 103,733
rted (collected by Customs, rates same as domestic) 9,039 7,951
::";:m'm g’hll wmuyn cents, 67 conts, $2.25 per wine gallon; sparkiing wines, $3.40; artificially carbonated wines, a0
o leo‘ IIm:lu'r‘: wrdul: $1.92.) 98,740 93,
:cuga aild 4 wings of in wines and beer, $54 per year. 2,280 1,718
Wholnu L] s in wines o in d beer, $255 par yasr. 183 144
Baer taxss, total 891,938 830, 855
Imported (collscted by cuxtom:. ulu same as domestic) N 5,320 4,651
Dommc :Srr barre! of 31 galions 08? 820,761
(mnl
e 158
?”nbl.mnlwo barrllss,l:l?)s per ynr 5 3
rrels or mare
Retail dulm.m beer, $24 par yuv (m:ludn limited ratail dealers in wines or beer, $2.20 per month)._.......... 3,437 4, gg
Wholesale dealers in beer, $123 per y: 919
Tobacco taxes, total, 2,052, 545 2,079,237
Cigarettes, total. ... __. 1,976,675 2,010,524
Class A (small), $4 par thousand 1,976,675 2,010,524
Class B éllrl $8.40 per thousand 3 S:; s
Cigars, total. 56,309 50, 232
Large cigars, classified by Intended retall prices, tota) o, 55,658 50, 054
tass A (Retailing ot not over 2)4 cents each), $2.50 pes thousand 72 55
c .” (ouv zy: cents, not aver 4 cents each), $3 per thousand. ... 1,436 1,081
CIm C Over & cents, ot over 6 cents each), 34 per thousand. . 13,224 10,773
Class D (Over 6 cents, not over 3 cents each), $7 per thousand 6, 921 6,516
c|m E (Over 8 cents, not over 15 cents esc! a $10 per thousand ... 27,088 25,126
jass F (Over 15 cents, not over 20 cents each), $15 per thousand 3,9!3 3,692
Clu: @ (Over 20 cents each), $20 par thousand. 3,004 2,852

Footnotes on p, 84.
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Table 3.—Intemal revenue collections by sources, fiscal yean 1964~1963—Continved
[In thousands of dollars]

. Fiscal year
Saurce of revenus 1964 1963
[4}) {2}
Exciss taxes, total—Continued
Tobaceo taxes, tnm—Conllnutd
Cigars, total ued
Small clgars, 75 cenu per thousand 649 137
P 1 )
Tobatco materials, tobacco products, and :tzml(u papers and tubes n 1,373 1,44
Manuhctuud mhuc:o. 10 cents per poun 17,444 16, 381
gbuum papers and tubes, papers 14 eanl per 50; tubes 1 cent per 50. 662
acco materials—Violations, sec. §731, Intsrnal Revenue Code of 1954 ® 4
Stamp taxes on documents, other instruments, 2nd playing cards, total 171,614 149, 069
Issues and transfors of bonds of indebtedness or capital stock, foreign insurance policies, and deeds of conveyance: 2
Y 1,565 45, 687
Sales by district directors. 111,115 94, 685
Playing cards, 13 cents per pack 8,89] 8,574
Silver bullion transfers, 50 percent of profit; repeaied, effective june §, 1363 43 124
excise taxes, total 6,020,543 5,610,309
Gasoline, 4 cent: D" galion. 2,618,370 2,497,316
Lﬂbllc«l!lﬂ‘ tc., 6 cents per galion; cutting oil, 3 cents per galion.
Tires (wn Iy or in part of mhbn) inner tubes, and tread rubber:
0 cents per pounu uthur 5 cents per pound except [aminated tires (other than type used on
m ), 1 can\ per pouns 366,478 355,767
Imm tubes, 10 cents per pound. 22,218 19,478
Treed rubber, 5 cents per pound. 22,786 23,615
Motor vehicles, chassis, bodies, parts, and accessories;
Pnnunnuutomnbtlox chassis, . 10 parcent. 1,745,969 1,559,510
Trucks and buses, chassis, bodies, " p- ent. 350, 945 303, 144
and accessories for 1utnmob , trucks, HC" 8 percent 228,762 224,507
adio and ullvmon sets, phonographs, components, efc., 10 percent 197,595 3
Refrigerators, freezers, aif-conditioners, etc., 5 percant; self-contain , 799 3
tric, gas, and oil appliances, 5 perc 17,576 68,171
istols and tovolvers, 10 percent 837 1,618
Phonograph records, 10 vucznl 25,098 27,421
uslcal ingtruments, 10 pe 21,748 20,175
ronlnz goods (other t)un fuhlng wd: creels, etc.), 10 percent. 20,633 18,099
ishing rods, creels, etc., 10 per 7,342 6, 300
usiness and store mnchlnes 10 p 71,867 74,845
ameras, tenses, film, etc., 10 numnl hnunnold type projectors, 5 percent 29, 580 25,205
lectrlc (ight bulbs and tubes, 10 pi 41,511 35,898
rearms (other than pistols and uvolvm) shells, and cartridges, 11 percent. 17,455 16,235
Mechanical pencils, pens, 10 percent; ll’htm 10 cents per fighter (§) or more): 10 percent (less than D). h 8,674
Matches, 2 cents per thousand (but hof to exceed 10 percent of selling price); {ancy wooden or colored stems, 534 cents
per thousand 4,358 4,102
Retailers’ exclse taxes, total 475,013 443, 558
Luggage, etc., 10 percent . 78,704 74,019
Jewelry, etc., 10 percent. . 189, 437 181,902
Furs, 10 percent : 0, 01 29,287
Toilet 10 percent. 176,857 158, 351
excise taxes, total 1,546,631 1,619,656
taxes, total 88,079 82,583
Thuhu, concerts, athletic contests, etc.:
missions, 1 cent for each 10 cents or major hmlon therec! of the amount paid In excessof 1. . ... 45, 883 41,638
TI:k-l brokers sales, 10 percent of amou excess of box office rlco 526 552
Leases of boxes ot seats, 10 percant of the amount for which simila e sold ¥ 430 422
Admissions sold by proprietors in excess of established price, 50 nemm 01 such excm ........................ 158 127
Roof gardens, cabarets, etc., 10 parcent of total paid for services, ety 41,026 39,794
Club dues and initiation fees, zo percent (if dues or hes ue ln excess of $10 per Year). .. ... .courcocieiiinaniannn, 75,120 71,097
Toll telephone xervice, t cable, radio, etc., 10 p 360,330 339, 246
Wire mileage service, wire and nrvlc' 8 percent. 19,278 25,372
General (elephun- mvlce 10 percent : 530, 588 515,387
Transportation of—
OII by pipefine, l;l) percent; repesled, effective Aug. 1, 1958. 10
Persons, 10 percent; vepnl-d efactive Nov. 16, 1962, u:opl on air transportation which was reduced to 5 percent, 106, 062 233, 92!
Property, 3 percent of amount pnd ‘except coal which is 4 cents per ton; tepealod, eflective Aug. 1, 1958, 217 451
Use of safa deposit boxes, 10 percent. 7,423 6,514
Coconut and other vczmhlaolls pmcemd 2 cents per pound: repealed, efiective Aug. 31, 1963, . 1 12
Sugar, approximately 14 cent pi N 95,411 ,
Diese! and special motor 1ulls l :enu per gallon (In some instances 2 cents per gallon). . ._..vooocococienciiiiiaaiannn 128,078 113,012
Narcotics and 1,282 1,18
Narcotics —— 1,187 1,085
——- 95 68
Culn-operllud amusement and gaming devices, $10 and $250 per device, per year 22,763 20,253
8 Bowling y:, Pool tables, etc., $20 per alley or tabls, per year 5,606 4,897
jagering taxes.
ouuplllonal tax, 850 per year. 817 531
Wagers, 10 percent of amouni wagered 5,439 5,167
Use tax an hl(hway motor vehicles weighin
J ed) ... 100, 193 99, 481
A ulnmd and prot 3 7
Firearms transter and 50 54
Unclassified excise taxes:
nl&plled 13,%8 3,710
Undistributed depositary recelpts?, .. ol T T I 92,558 62, 541
Footnotes on p, 84,
a3
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Table 4.—Intemal revenue collections by

ipal sources, fiscal yean 1940 through 1964

{tn thousands of dollars)

Income and profits taxes

Total Inter-
"m}uy:: ’38““ n: | revenus Corporation | Individual
collactions Totsl income and |  income
profits taxesd ¢
taxes?
[} @ @) (O]

Empioyment | Estate and Aleohol Tobacco | Manufactur-|  All 2("01
taxest gitt taxes taxes s taxes ors’ excise tokes

112,260,257 | 78,291,218 | 24,300,863 | 54,590, 354
105, 925,395 | 75,323,714 | 22,336,134 | 52,887,581
99, 440,833 | 71,945,305 | 21,295,711 ! 50,649,534
94,401,086 | 67,917,941 | 21,764,940 | 46,153,001
91,774,803 | 67,125,126 | 22,179,414 | 44,945,711

&

79,797,973 | 58,826,254 | 18,091,500 | 40,734,744

19,978,476 | 59,101,874 | 20,533,316 | 38, 568,559

80,171,971 | 60,560, 425 | 21,530,653 | 39,029,772

75,112,643 | 56,636, 21,298,522 | 35,337,642

£6, 288,692 | 43,914,826 | 18,264,720 | 31,650,106

9,919,991 | 54,360,014 | 21,546,322 | 32,813,681

69,686,535 | 54,130,732 | 21,594,515 | 32,536,217

65,009, 585 | 50,741,017 | 21,466,910 [ 28,274,107
50,445, 686 | 37,384,879 | 14, 387,569 | 22,997,

38,957,132 | 28,007,659 | 10,854,351 | 17,153,308

29,605,491 | 11,553,669 | 18,051,822

31,172,191 | 10,174,410 | 20,992,781

29,019,756 , 676,459 ( 19, 343,297

31,258,138 | 12,553, 18,704,536

35,061,526 | 16,027,213 | 18,034,313

.| 40,121,760 | 33,027,802 | 14,766,796 | 18,261, 005

22,371,386 | 16,298,888 | 9,668,956 : 6,629,932

13,047,869 | 8,006, 834 , 744,083 | 3,262, 800

7,370,108 | 3,471,124 | 2,053,469 | 1,417,655

5,340,452 | 2,129,609 | 1,147,592 982,017

(&) ®) (4] ® ()] 10}
17,002,504 | 2,416,303 | 3,577,439 | 2, . 298, 645
15, 004, 4 2,187,457 | 3,441,656 | 2 , 278, 536
12,708,171 | 2,035,187 | 3,341,282 | 2, , 264,817
12,502,451 | 1,916,392 | 3,212,801 | 1 , 963, 582
11,158,589 § 1,626,348 | 3,193,714 ] 1 , 004, 394
8,853,744 | 1,352,982 ; 3,002, 1, , 997, 2

644,386 | 1,410,925 | 2,946,461 | 1,7 , 166,675
7,580,522 | 1,377,999 | 2,973,185 | 1.6 , 243, 856
7,295,784 | 1,171,237 1 2,920,574 | 1,8 , 013,
6,219,665 936,267 | 2,742,840 | 1,5 , 018, 866

, 107,623 935, 121 ,783,012 | 1,580,229 | 2,689,133 , 464, 859
, 718,403 891,284 , 780,925 | 1,654,911 | 2,862, 71 , 647, 43;
, 464,264 833,147 | 2,549,120 { 1,565,162 { 2,348,94: , 507, 933
, 627,479 729,730 | 2,545, 1,330,3% | 2,383,677 ,392, 719
, 644,575 706,227 } 2,219,202 | 1,328,464 | 1,836,053 , 214,951
, 476,113 796,538 { 2,210,607 | 1,321,875 | 1,771,533 , 280, 969
, 381, 342 §99,345{ 2,255,327 | 1,300,280 | 1,649,234 , 206,

, 024, 365 779,281 , 474,762 | 1,237,768 | 1,425,260 , 147,184
, 700, 828 676,832 | 2,526,165 | 1,165,519 922,671 , 421,

L1911 643,055 | 2,309,865 932, 1 2,511 , 292,108

1,738,372 511,210 | 1,618,775 988, 483 503, 462 1,733,655
447,495 | 1,423,646 923,857 504,746 | 1,274,048

432,540 | 1,088,517 780, 982 171,802 821,682

925,85 407,058 820, 056 698,077 617,373 430, 564
833,521 360,071 624,253 608,518 |, 447,088 337,392

See footnotes below.

Footnotes for tables 1-4

Note.—Calendar year figures, by rcgions, districts,
States, and other areas, for sclected types of taxes, may be
obtained from the Public Informaton Division, Internal
Revenue Service, Washington, D.C., 20224. Floor stocks
taxes are reported separately only during the periods in
which the collecti are of signifi Rela-
tively small liected in subseq periods are
merged with the amounts shown for the related class of

tax.
*Less than $500.
* Revised.

1 The receipts in the various States do not indicate the
Federal tax burden of each, since in many instances, taxes
are collected in one State from residents of another State.
For example, withholding taxes reported by employcrs
“located near State lines may include substantial amounts
withheld from salaries of employces who reside in neighbor-
ing States. .

1 Includes tax on unrelated business income of exempt
organizations, 5

¥ Collections of individual income tax not withheld in-
clude old-age and disability i taxes on self-cmploy
ment income. Similarly, the collections of income tax
withheld are rcported in combined amount with old-age
and disability insurance taxes on salaries and wagcs.
Esti d sep jonal totals for individual income
tax and for old-age and disability insurance taxes are
shown in the text table on p. 7 and are used in obtaining
national totals for individual income taxes and employment
taxes in table 4. Amounts of cld-age and disability in-

tax collecti lassified by States, are oo;npnl:d

Guam and American Samoa. Amounts of such taxes
collected in Guam and American Samoa are combined
with similar taxes reported for Office of International
Operations—Other.

3 Beginning with fiscal year 1957, the United States total
is adjusted to exclude withheld individual income taxes
transferred to the Government of Guam in accordance with
the provisions of Public Law 630, approved August 1,
1gso (64 Stat. 392). This adjustment amounted to
$3,810,161 for 1964.

¢ Includes railroad ploy P ion tax and
tax on railroad employce representatives.

7Tax payments made to banks, under the decpositary
receipts system, are included in i 1 revenue collecti
for the period in which the depositary receipts are issued.
However, such payments are not classified by internal
revenue districts (nor by tax subclasses to which excise
tax payments relate) until the depositary receipts are
reccived in the internal revenue offices with tax returns.
Accordingly, the items shown as “Undistributed depositary
receipts” rep the of dep y receipws issued,
less the amount of depositary receipts received with returns
and distributed by district and tax class,

® Amounts of taxes collected on Puerto Rican products
coming into the United States are covered into the Tre;
of Puerto Rico under the provisions of sec. 7652(::)(3;
of the Internal Revenue Code of 1954. Such amounts are
included in overall collections results (tables 1 through 4),
beginning with 1955, and arc shown separately in table 7.

by the Social Security Admini as & by-p of
ijts wage and income record-keeping operations and arc
published periodically in the Social Security Bullctin.

¢ Effective for taxable years beginning after 1960, sclf-
employment tax and taxcs imposed by the Federal In-
surance Contributi Act are applicable with respect to

84

¢ Includes p 1 tax on of stills,
rectifiers, wholesale liquor dealers, retail dealers in liquor
or medicinal spirits, and nonbeverage manufacturers of
spirits,

10 [ncludes seizures, penalties, etc., and tax on stills or
condensers manufactured.

1 Includes occupational taxes on wholesale and retail
dealers in wines or in wines and beer.

— —
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Footnotes for tables 1-4—Continued

U Includes occupational taxes on brewers and wholesale
and retail beer dealers.

W]Includes taxes on cigarette papers and tubes, court
fines, penalties, and taxes on leaf tobacco sold or removed
in violation of scc. 5731, Internal Revenue Code.

1 Issues and transfers of bonds of indebtedness or capital

Prior to the effective date, taxes were withheld at
the rate of 18 percent.

Old-age and disability insurance taxes on salarics and
wages: Employers” and employees’ tax each 3%
percent beginning January 1, 1963, and 3}4 percent
for 1962, both imposed on’ taxable portions of wages.

stock, foreign insurance policies, and deeds of ¢ y

18 Includes taxes on pistols and revolvers; phonograph
records; musical instruments; sporting goods; fishing rods,
creels, etc.; business and store machines; cameras, lenscs,
film, and projectors; electric light bulbs and tubes; fircarms,
shells, and cartridges; mechanical pencils, pens, and lighters;
and matches.

1¢ Includes taxes on ticket brokers’ sales, on lcases of
boxes or seats, and on admissions sold by proprictors .in
excess of established prices, as well as general admissions

tax.
17 Tramgortation of persons; Rate 10 percent; repealed,
effective November 16, 1962, except on air transportation
which was reduced to 5 percent.

1 Includes taxes on transportation of property and oil by
pipeline (repealed, effective August 1, 1958); adulterated
and process or renovated butter, filled cheese, and imported
adulterated butter and oleomargarine; fircarms transfer;
and occupational taxes.

1 Corporation income tax rates: Effective January 1,
1964, first $25,000 of net income, normal tax of 22 percent;
net income in excess of $25,000, combined normal and
surtax of 50 percent. Normal tax and surtax also apply

B8 Collected by Customs beginning October 1, 1961, as
authorized by Part 275.62 oFTide 26, Code of l?cd;ral
Regulations.

Mlssucs of stock: 10 cents per $100 or major fraction
thereof of actual value, except that such ratc shall be 4
cents per $100 if issued after April 8, 1960, by a corporation
which qualifies as a regulated investment company or a
real estate investment trust. Issues of honds: 11 cents per
8100 face value. Transfers of stock: 4 cents per $100 or
major fraction thereof of actual value; transfers of bonds,
5 cents per $100 face value. Foreign insurance policies:
1 cent or 4 cents per 31 of premium. Deeds of convey-
ance: $100 to $500, 55 cents; cach additional $500 or
fraction thereof, 55 cents.

#MIn the case of certain racetracks, the following rates
apply: .,

Admissions: 1 cent for each 5 cents of amount paid.
Ticket brokers’ sales: 20 percent of excess charges.
Leases of boxes or seats: 20 percent.

¥ Narcotics, 1 cent per ounce; narcotics order blanks,
$1 per hundred. Marihuana, $1 per ounce; marihuana
order b'lanks, 2 cents cach. Amounts shown also include

to net income derived from certain exempt or

from unrelated trade or business. Prior to January 1,

1964, rates were 30 percent and 52 percent, respectively.
0 Rates of tax are as follows:

Individual income tax: Effective January 1, 1964,
graduated rates from 16 percent on taxable income
not over $500 to 77 percent on amounts of taxable
income over $200,000. Prior to January 1, 1964,
rates were 20 percent to g1 percent.

Old-age and disability insurance taxes on self- 1

b ] taxes levied on manufaciurers, dealers, and
practitioners. For classes and rates of occupational taxes
sce table 14.

26 Adulterated butter: 10 cents per pound. Process or
renovated butter: }{ cent per pound. Domestic filled
cheese: 1 cent per pound. Imported filled cheese: 8 cents
per pound. Imported adulterated butter and oleomarga-
rine: 1§ cents per pound. Occupational taxes are levied
on manufacturers or dealers in these products and are
included in the shown.

ment taxable income, 5.4 percent for taxable ry:z:r
1963, and 4.7 percent for taxable year 1962.
31 Rates of tax are as follows:
Income tax withheld: Effective on the scventh day
following the enactment of the new Act on February
26, 1964, 14 percent of wages in excess of exemptions.

743-871 0-635-8

?'Transfers of machineguns, short-barreled fircarms,
silencers, ectc., $200 cach; certain guns with combination
shotgun and riflc barrels, and other special types of fire-
arms, 35 cach. Occupational taxes are levied on manu-
facturers, importers, or dealers in fircarms and are in-
cluded in the amounts shown.
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X Table 5.—iIntemal refunds including interest
: o : Table 6.—Number of returns filed, | i
!Ii 1in thousants of dalars] : 6. vl , by internal revenue regions, districts, States, and other areas
Ot
L ivi N Dsctars-
i '“2::;‘?:;;‘."’:"":::,"“ . ) Internal revenue n“lcns. districts, States, and Corpora- tions of
,, Internal revanue regions, districts, States, and other areas Total i Estate Gitt Excise! ' other areas Total Individuat | tion incomea | Partner- | estimated | Employment| Estate | Gift tax Excise
W 4 by single districts indicated the income |- : (States sepresentad by single districts indicated in come tax 1] e R I B taxes
States represented by single districts indicated in parent H i i other in-
' (tes oI Tor olher States shawn #t botiom of able)y prepayments Other 4 i g"“'h‘":?"imlh for other States shown at bottom come taxes
,.
b v | [ @ @ w ® ® O R )} @ @ [0} ® ® m ® [0}
! 1
T
: United States, tetal 3. 202,108 0,713 m 220, 698 United States, tetal .| 100,066,188 { €4,292,895 | 1,367,400 | 383,512 | 7,843,849 | 21,753,220 | §7,339
I d :
bor - 11,923,833 7,481,584 143,707 | 106,711 459,313 3,038, 12 s,1n
i ™ kX b3+ ” .1 ! { venmes0 | Lirses | 21,339 | 48| on73s| 500323 | 1026
] yl 822 100 1 " 505 1,362,458 | 814,108 | 12 555 | 65435 342,53 | 613
l 94 148 13 1% C - (South Carolina) yosasal | 57266 | 10773 is7e | ab1i7{ 268585 541
o 1,629 201 3 ' 45k ‘ [ North Carolina)._______| 2,239,460 | 1,426,164 25,437 | 18,939 117,115 558,170 [ 1,217
2! 785 ¥ \ssissippi). 830 65, 698 ! 9,131 37240 | 213086 ¢
| o 7,365 542 30 "534 ' Florida; 789 | 25,124 208, 732,146 | 3,355
|y 1764 111 s 196 Jeoil | 15 87,143 | 420,369
i g - .| 0y, 058 38,509 43, 630 m, 633 6,048
! !‘n nen 3,388 n g (] 545,027 349,74 7,190 | 3408 37,677 Onse] v
i 4202 1,393 2 300 M 3,100,818 2,059,920 | 54,945 | 15,148 [ 281,182 | 589,129 2,766
, H g1} { armont). 227,505 | 135,893 3012 209 16, 004 58,540 [ "204
1 2,818 1,706 30 3,33 artord . ..o fw-cﬁc"ﬁ--- 27,118 1§, 21 1;;. gg 321,378 | 1,843
th m R 3 ] C Providence. 1T Rhode sland). 192,19 ; weme | 26| zar| srda| 30
] . 19, 176,450 | 1,238, 680 3,228, 18,4833
1,08 3,4 ™ .40 outh Dakota) )16 | 5,710 18,273 , 864
| 9,311 7% 25 ) 448 ee (b 60,280 | 43389 | 422,988 | 801,591 | 4,327
! ' 829 04 3 10680 N 14,793 | 24,939 | 131,608 | 35732 | 2713
i e t ISy ' S10 1 1376 | 4,42 16, 353 3
i 2,527 293 8 2353 : angas | 200540 [ 199,338 456,526 | 2,038
nd 2067 % H o ) 448 | 11,890 | 60,674 | 187,807 | 1137
" X 5,962 692 5 13265 , 32,03 | 25 188,730 1 ) 750
& X Minnasots) 3,366 985 2 38 23515 | 21,469 | 130,174 X 1,785
. e (b) below), 1,801 193 18 . 701 | Jzis) 1 o8 | im7as| 3ozl | 2,083
q s 8 883 | 2,788, ,
g LI by ] nis o8 (1) beiow). 2,021,780 | 1,364,381 | 24,597 | 17,767 | 137,816 [ TA02,756 | 1,803
9,506 206 3 3 See (d) below). 41867 | 25001 | 218,488 | 608,424 | 2,39
7,548 554 a7 ! 529 De Michigan A,4m4 | 37,380 | 287,288 , 483 | 2,155
3,261 24|, 16 662 . d i indiana). 28,7, ,000 [ 161, 469,605 | 2,018
17 ] 2 201 : ouisvijle ) 1,379,086 | 8986 12,821 | 11,147 | 18717 12, 602
m H ™ 29 Parharsburg. ..o (West Virginia). .- 222200 wera|  snis| sz uz. 25 s m' 548|390
3 , a,
Naw Mexico) 32° 128 i L4 u a,m i Albuguargue ‘574 | 406t | 25030 ] 101,020 *
s (1) below) 211,679 7,45 273 50 3,82 ] Austin 28,787 | 27; 168,332 | 648, 1,673
yoming)._ . 11,31 601 10 |eeeeee . " 645 ! 3 3 14,795 50,2, 155
80 (1) beiow). 141,517 , 852 216 2§ Da 26,389 | 31.623 | 167,568 | 629,773 [ 1,679
enver 76,157 101 116 .5 ' 395 ez | 14238 | ‘sg004| 235206 917
ittle Rock . 37,464 ‘318 8 © " | 097 | 9442 | - 38821 216,980 | a8
New Orleans. _........... Lovistana) . 98,937 , 571 172 1 " 132 19,097 | 12,108 72,132 336,089 4
Qkizhoma CIiy. Oklakoma), 74,454 513 148 12 521 13628 | 13,05! 80,170 | 290,267 | 920 !
Wichits Kansas). ... 71,998 3 az 7 . 942 ! ,;‘ m ‘zﬂ 879 . l,33:555 ng.;: 1,589 {
b ! 3 3 715
wm 5ut ] 1,1 : 1308 | 827|772k 182644 | 1114
4,478 126 H 4,814 80,287 | 33,847 276,979| 711,020 3,487
3,157 , 502 20 5,038 1706 | 20,5351 170,660 | 447,776 | 20485
10,433 2,518 23 8, 54 52!:32‘ 44, . :gz;g ;.(.J;g. 2731 3,88 |
508 ] 12 b 344 . . Baltimore " "(Waryiand and O 720 | 16035 | "1en5s2 | 525,508 | 1,878 |
, 799 990 30 14,063 H ark New Jersey). 73,065 | 32,624 302,978 775,728 , 392 |
' 257 290 s 70l X Suﬁu beiow). 42, 38 1281 | 31144 1034 | 3,228
071 244 B 09, | ss (0) below)... X 20,209 | 172105 ) 406266 [ 1,561 )|«
. 716 77 3 3,548 3 irgi nia) 21,101 | 15,078 | 125,761 479,574 | 1,453 |
2 @ s, 333 ml '51: ;.nz:g' ‘vﬁ 3, :ﬁ':oz 1, u: )
au, X A 3 3 , ,107,
S hidoid " wm e | rasy | | T aesez | |
1,208 3 560 i b3z | 4738 | ala 85,004 | 240
857 34 i 1,451 / 310 [ 5, 25,205 89,304 | 476
954 “ 302 i , 681 , 24! 30, 7 66, 746 151
o8 Angeies ee (1) beiow). 63, 18,621 1,193 1 3,641 79,425 | 66,397 | 476,471 1,169,880 | 5,830
hownix rizona) 58,492 286 151 1 636 La23 [ T892 49,615 155, 061 !
Portiand Dregon) 66,819 ,934 2 1,156 , 882 , 674 79,125 227,695 264 B
ROND. ... ovals) 22,567 ) 248 1 126 { 798 | 15120 3 142
att Lake City uunz_ 38, 708 084 8 ¢} 3 .45 [ 5,312 | 27,788 89,267 |
Ses (1) below) 341,007 375 1174 3 6,630 32,643 | 51,726 | 343145 834 4,499 i
Seat fashingtan). . o3 577 1,978 16 1,689 20,633 | 16, 125, 2 340, 445
Office. 40,058 4,092 pt'y ) 2 | 1,840 188 25,173 118, 1,m |
Puerto Rico. 5,703 259 " 267 108, 555
Other 34,352 3,832 194 ") 9 1,876 181 2,%6 7,260 | 1,870
luresy of Custanm. 1,847 1,447
Totals for States not shown abave “ Totals for States not shown above
.; 975,871 34,511 | 850,662 27,9% 2,367 5 10,212 { 9,845,268 112,068 | 118,123 | 825,492 | 1.987,714 | 10,3201 8.748( 338,
b; 417,684 L 894 325,495 11,113 38 a 18,150 1 5,873,741 72,45 | 62,417 541,713 | 1,136,312 | 6,3 6,746 185,357
¢) Now York 826,43 | 185,990 [ 599,078 18,7 5,146 49 19,379 ’ 10,877,015 256,499 | 107,033 | 1,008,735 | 2,421,713 | 10,969 | 13,912 [ 363,
d) Ohio. . ... 41,512 ,065 [ 334,911 12,979 573 83 7,340 ' 5,098, 300 66,468 | 42768 | ‘356,304 | 1011180 | 4184 | 5,477 | 199,224
'e) Pennsyivania.. 420,375 . B34 358,939 9,328 1,14 3 8,103 . §,100, 388 60,192 | 52,580 | 483,548 | 1,183, 4,789 | 5,651 | 243,558
) Texas. ... 353,197 10 [ 246,51 17,48 a8 » 7,657 5, 083, §5,176 | 60,361 | 335,90 | 1,278,163 | 3,352 | 6,083 237,297
I
1 Includes drawbacks and stamp redemptions. ; f iy [ o o
9 Figures have not been reduced to refiect relmbursements from the Foderal Oid-Age and Survivors and Federal Disabillty Insurance Trust Funds amounting to ' *Inciudes 91,590 forms 1040 B, KB, NBA, PR, and Ve which are included in “AHl other individus! and fiduciary”" returms in the table on p. 11.
$165,800,000 In 1964 snd $139,425.000 in 1963: from the Highway Trust Fund amounting to $126,637,000 in 1964 snd $126,319,000 in 1963; and from the Unempioy-
mant Trust Fund amounting to $4,291,000 in 1964 and xa,os’,ooo In 1963,
# Not of 64,870 undeliverable chectis totaling $3,635,000.  *Less than $500. .
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Table 7.—intemal revenue tax collected in Puerto Rico on
manufactured products coming into the United States, by
objects of taxation

{in thousands of dollars]

Objects of taxation 1964 1963

Total 45,18 42,485
Distilled spirits. ..

Distilled spirlts, rectification ta: &n
Wine. )
14 32
)
1
538 %7
1o
3,453 2,869
1,677 1,480
Class 18 107
Cigars, smali
Cigarettes, large.
igarsttas, small
Manufactured tobacco (chewing, smoling, and snuff). ... [$) *)

*Less than $500.

Note.—Amounts of taxes cotiectad in Puarto Rico on tobacco and liquor many-
lactures coming into the United Statss are coverad into the Treasury of Puarto
Rico under the provisions of section 7652(a)(3) of the intemal Revenus Code of

954, Such amounts are includad tn overall collections results (tabies 1 through 4),
beginning with 1955.

Table 8.—Establishments qualified to engage in the rroduc-
e

STATISTICAL TABLES

Table 9.—Establishments quelified to handle tobacco ma-
hrllull, or 'o_.engugt In_'hc production or exportation of

p and papen and tubes
At of June 30—
Ctass of establishment
s | 1oy
tabaceo products Y

of
Manufacturers of cigarstte papers and tubes. 4 4
Deaters in tobacco materisis. 2,062 2,112
Tobaceo export 147 128

Table 10.—Permits relating to distilled spirits under chapter
51, Intemal Revenue Code, 1954

Section
5171 Section 5271, I. R. Cods
1.R.Code|
Users of—
Status Totat Deslers
Distilled | in spe-
spirits | cially Sps- Spe-
plants | dena- | cially | cially | Tax-
tured | dena- | dena- free
sleohol | tured | tured | alcohol
aleshol | rum

tion, distrbution, storage, or use of alcoho! and alcoholic o @ | ® ®w | & ®
liquors
in effect July 1, 1963__|r11, 406 ! 42 | 23,657 28| 7,412
As of June 30— lssued. ... 598 25 5 09 1 258
Class of s| S| 4| an| 2] o
1964 1963
1 1
Distilled spirits plants: 593 31 4 a0 2 248
Fllgiﬁl(nﬂ [T LT T 355 380
acilities:
Py i 176 188 11,410 203 43| 3,65 % 7,484
farehousing. 267 267 59 14 8 204 385
Bottling in bond.......oeoeeiceeeeeeaial 60 59
ing... 48 48 N
sxpaid bottiing. g 144 * Revised.
ifyi 128 125
Denatured snd tax-free products ( 13, users, atc,):
Dealers in spacially cenatured alcohal and denatured
rum. 43 42
Users of specisily denatured slcoho! and denstured
um 3,680 3,685
Reprocessors, rebottiers, etc., of upecially denatured
alcohol articles. 1,108 1,122
Users of tax-fres ateohel. ..o 7.4 7,476
Beer: Brewaries, 199 198 .
48
103
1
, 806
3,12
7,133
ol 282, 351
Retail deaters in bser, 145,851
Cther:
9ls
Fruit-flaver 47 46
Bottie 109 107
88
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Table 11.—Pemits for i lating to alcoholi ges under the Federal Alcohol Administrative Act
Distllled spirits plants !
Grand total Wine tmporters | Wholezslers
Status Werehou- blanders
. Total? Distillers ing and Rectifiers
bottling
(6] @ (&) “w (5} ®) m ® ®
in eftect July 1, 1963 .. .........c._. r13,621 1483 r203 212 1149 n 56 11,805 10,900
Issued. 1,466 32 18 23 23 3 5 246 1,14
total. 1,571 70 30 23 21 “ 9 184 1,254
3 1 2
1,568 70 30 23 2] “ 9 193 1,282
13,516 445 18 212 151 312 52 1,857 10,790
1,413 252 n 3 254 827

1 Excludes permits for Customs

re nol required to qualify as distilled spirits plants.

bonded since such 8
3 Column (2) does not represent the sum of (3), (4), and (5) since one permit may cover more than one activity.

r Revised,

Table 12.—Permits relating to tobacco, under chapter 52,

Table 13.—Label activity und-AFtdcml Alcochol Adminis-
ct

nternal Revenue Code, 1954 tration
Manutac- Export Applications ected upon
Total turersof | warehouse
Status tobacco Pproprietors
products Cartificates issusd

Type of label Dis-

m ) (6] Total spproved
Approval E;(Iump-
ons
In effect suly 1, 1963_. 633 505 128
Issued 7 43 U [0} @ (4] (O]
tota). 83 2] 15
Grand totaf.__........... 50,805 | 48,733 958 1,109
Revoked .

Otherwise terminated._ ... . __ a3 68 15 Distilled spirits, total............ 21,099 | 20,579 16 504
In offact June 30, 1964 ... _____ 627 480 147 Domestic 19,291 18,846 16 29
Amended 7 45 13 Imported. 1,808 1,733 75
Wines, total_. 27,126 25,619 842 565
7,849 6,823 942 B4
19,277 18,786 481
2,580 2,540 40
Domestic. 1,917 1,986 11
+ Imported. 663 834 29
89




Table 14.—Number of occupational tax stamps issued, covering fiscal year 1964, or portion thereof, by class of tax and by
internal revenue reglons, districts, and States

ANNUAL REPORT e
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Distilied spirits

.
- Total Rectifiers Retail dealers Mznufacturers of non-
Internal revenue regions, districts, and States number baverage prpducts
le districts Indicated & of oot | uch 3
(States represanted by single districts Indicated in paren- Jona| actur- -
B tes shown at bottom of table; tax ers of 20,000 | Whete- Not Hot™. | More
heses; otets for other Stites sho ) stamps | stills, | than proof sale | Retajl Medic- | exceed- f exceed- | than
Issued $55 ,000 | gollons | deaiers, | deaters, |At large,[ Insl Ing 25 | ing'50
proo? or $255 354 $54 | spirits, | gallons, | gallons, | gations,
gallons, [ “more, 354 §25 350 $100
31 $220
m @ (0] (O] %) ® | (D ® ® an | an
United States, total m 40 S| 2,88 1,262 T2 100 8
1 2 12 ) n n
Atlanta ia), 1 37 2 1? §
umbia_ outh Carolina). 1 2
ol North Carolina), 4 §
ackson. i 2 3
Florida, 1 1 1 SO
ashvllle._ . 2! 20
MNortheast regien N 3 [ 10 167 ] "]
ugusts 1 2 1 2
oston ... . 3 2 5 1 4 5
artford ... 18,614 1 2 3 ) I 3
, 602 1 4
, 418 | PR 2 3 4 3
| 208,172 * . 7 424 - 15 * L
outh Dakota). - 2]/ S S PPy 1
e (b) below). | 48188 2 1 4 14 2 [ 6 71
North Gaksts) i 1 i PN oo S
lorth Dakots). ..........| 3
) 45,548 1 9] I 1 1 1
(Nabraske), , 956 1 7 1 H
J( 29,819 4 § 4 H 1 39
Minnesota). . . 23, %7 1 2 2 k) 14
(Sos (b) below)._.....___._ 19,830 3 1 2 K 6 2 9
171,77 15 0 n €00 1 7 ] )
See (d 23,364 [} 2 137 3 3 24
See (d, 40,573 2 1 1 181 3 3 2 15
Michigan) 54,014 3 H 4 184 15 ) 3 S 27
Indiana) 24,608 1 1 2 17
15,720 3 2 0 4
13,500 1 1
119,992 . 0 RO 282 [ 10 )
, 672 28
4 ,;Glg 1 34 1 12
17,573 i 3 i i i
12,148 20} 2,806 ( 47 ( 195 |.......| [ .
, 357 1
Loulsia 25107 f.._... 1 7 1 H 8
Oklzhoms). 13,523 1 1 H 1
Kansas)._ 3 5
-3 1 4 "t 12 n 112
13 1 1 9
3 1 2 3 [3 24 35
5 2 1 10 11
1 1 7 $ : lﬂ
10 '] 187 s
big 2 [] 53 3 1B
28 7 3 63 1 2 73
1 1 L] 51 2 5 55
2 1 2 1 8
1 9 1 1 10
9
17 1 7 " B 7 104
....... 14 1
i
3 28 1
1 8 223 [ 5 45
. 68
Oregon). 70 H
Nevada). N H ;
Utah). _—
0z (3) below)._ 263 1 43
¥ .2) o 143 2 H 3
15 7 21 485 | 30,487 5 1 ? 5 93
5 2 [ 210 { 20, 1 & 8 6 80
22 1 4 149 | 28,141 A 2 12 38 112
8 1 3 335 ) 17,281 13 3 6 5 33
1 1 9 20,574 2 4 3 5 63
|- FRSON PO 71| 3,764 10 3 2 1 n

90
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Table 14,—Number of occupational tax stamps issued, covering hscal year 1964, or portion thereof, by class of tax and by

intemal revenue regions, districts, and Stat ontinved
Wines Beer
Internal revenue regions, districts, and States Wholesale dealers Retail dealers Brewers Temporaty
) . Rotail | dealers in
(States repraganted by single districts indicated in Whotesale [ Ratajl dealers liquor
parentheses; totals for other States shown at bottom Wines Wines | Less than |500 barrets] deslers, | deaters, | atlarge, wines
of table) Wines, i and beer, | Wines, | and beer, | 500 bar- | or more, s123 24 24 or beer),
255 $255 $54 $54 rels, $55 sne par
month
a2 a3 4 as (16) an ()] a9 (0 @n
United States, tetal. 120 [ 176 3,85 2 200 M8 143,70 208 (X}
> ] 133 ” sns 7 3| 28,30 [
Gaorgia)_ 1 15 2 798 H 5 , 564 3
Alzbama 3 - 8l 2,657
South Carolina). 30 oo 1,482 3% 3,522 40
~ {North Carafina) ... 7" io ) il rem 7 256
Y H . 102 68 | o3 |11 i
Florida). 64 4,454 5 1w 3,985 3
01 4,478 %
1 2 2 LY O 7 m 6,782 an
(Maine) 5 2,581 .
3 5 27 138 188
Vermont)..._._.__.___ ] 23 4 840 3 167 4
C 5 1 5 2,247 236
New i ‘29 1,565
(Rhode island) 2 Neemaned 1 10 33
s o ) 130 “ (2,400 n o
South Dakota) 1 - b 54 1,353 * 15
See gh) below). 1 1 4 8 239 285 568
lowa, 9% 1 178 4,412 3 ]
Fargo North Dakota) 1 50 a1e 8
Milwaukes_...____._. 'Wisconsin). [ 30 “2 4,075 565
Omsha, ebrask 2 92| 115l 5
St. Louis. Missouri)... 2 8 H 2 § 135 4,184 3 362
St Paul - (Minnesota). 1 1 3 3 12 312 7,360 ? 218
S (See (b) below). 2 1 16 4 140 265 a9
15 13 ] 10,437 2 28 788 7,402 2 [5]
See sdg below)._ 4 " 5 1,463 |.ocooeenne 4 70 891 ! 230
ee (d) below). 4 5 10 3,43 7 109 54
roit.__ . " 5 n2 5| 3080 H] 7 134
[ana ndiana). 2 5 2,116 4 24
Lovisvilie anticky). 1 - 5 s
Parkersburg...___ ... West Virginia)_....._...| 1 362 1 114
region . . % 4 44 13 1,01
Albuguerque........... New Mexico)......_....| 1 1 | PSR A, 3
Austin () below). 1 3,530 [ 497
Cheyenne. Wyoming; i 52
Daitas, (Ses (f) below). 638 152
Denver. 28 3 69
Little Rock ¢ H ] 218 37
New Orleans Louisiana) 1 3 9 3,
Oklahoma City..__... Okfahoma), H 1 103 4,
Wichita, Kansas). 2 3,
a2 4 b {7} POV " s 2,
1 13 2 89 3,162 %
7 & 4 191 8,883 5 23
3 3 17 7 a1 6,682 525
31 1 7 1 102 6,751 70
1 51 1,380 ') 2,288 7,813 ” 1,
1 545 [ 135 2,060 10 718
5 1 & 164 262 &2 534
3 18 1,105 1,051 u
2 [ 7 792 74 1
3 47 | 3,428 2 82 3,978 ]
3 B 2 1 45
n 1 5 5,051 -] st | 36,13 . 1,1n
c 3 17 2
oise. Idsho) [ 1,556 3
olena. Montana). 3 81 565 28
onoluly Hawaii). 1 H 30 4 9 36 5
Los Angeles....__. 'Ses (2) below)_ . & 130 5,742 138
Phoenix Atizona). H 467 1 ] 401 4
Portland 2 1,926 1 5 1,682 135
Reno. _. 17 132 13
it Lake City 2 " H 41 1,235 1 11
an Francisco. 23 80 20 2,553 3 130 , 609 5 810
eattle ? 3 n s 35 1,243 2
Totals for States not shown above
23 80 20 2,553 12 310 9, 351 5 94z
3 3 2 20 12 31 850 [ oeenea.. 887
2 4 1 167 " 59 5,478 50 708
8 19 15 4,899 I 179 1,133 1 515
5 25 1,897 1,628 15
1 7 3 4,168 6 589 18,183 10 61
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Table 14.—Number of occupational tax stamps Issued, covering Rscal year 1964, or portion thereof, by class of tax and by
interal revenue regions, districts, and States—Continued

Nareotics Masihuans
N Manufac-
Internal revenue regions, districts, and States turers, Vlholc- Dealers in Produc-
importers, Practi- | untaxed | Labora-| Manu- | Dealers,| ers and
{States represented by single districts indicated in paren- | &nd com- dnlm. , | tioners, r para- | tories, | factur- $3 millers,
theses; totals for other States shown l( bottom of table) p;umfm 312 31 ions, $1 | otc,, $1 | ers, 524 $l
of opium,
etc., 324
@) @) ) @) | @) 26) @ | @ | @ | 6 [ 6D ! @
United States, total._.._......ooueeieionne.. 240 | 1,111 | 55,758 (304,478 1,603 a2 5 7 1 o n
Teglon 5 15 7,302 | 30,341 198 3¢ 1 1
tianta Georgia). 451 1,209 | 4,681 10
i Alabama) 1 96] 324 10 o
Columbis. .............. South Carolina)......... 1 1 652 | 2,402 5
North Carofina; 1 1,089 [ 4,990 125 1
ackson, isaippi 2,138 12
Florida). 2 1, 8,139 12 6 1
2shville 4 3 L& ! 4,747 24 9
region 7 | 3,80 [ ] a & 7 4
ugusts (Maine), 261 | 1,440 1
oston. { 3 1,848 | 11,695 " 2 3 4
i fermont), § 619
C i 1 8 5,781 1 1 L) FORRR
New i 1 165 985 2
Rhode Island 1 318 | 1,568 <]
2 112 | 8,48 | 4,02 159 5 2 2 1 3 1
- (South Dakota). 240 785 2
N Sn b) balow)_._...... [ 3 2,435 [ 12,584 34 15 1
2 3,797 31 13 ) e,
Nnﬂh "Dakota) 1 732
. {Wisconsin)__........... 3 1,18 , 143 [3 1
- 1 566 , 199 4 1 2 1 20 1
- 12 L, , 922 51 I
. (Minnesots). 1 996 | 5,560 §
Ses (b) below) 2 720 [ 3,220 25
] 1 7,490 | 30,842 14 4 3 10 2
- (See (d) below). ... 5 1,119 , 863 2 1 1 3
See (d) below). B 1,485 , 049 2 1 1 6
12 2,304 | 12,248 8 )3 1
3 1,315 , 835 30 1
8g , 473 u 1 1
1 8 , 053
4 | a8 b ™ i) 1
(New Mexico) 2% | 1,151 10 4
o0 (1) below) 281 1,542 7,512 17 4
yoming 133 429
(Sae (1) baiow) H 34| 1,408 | 6644 i§
2 687 , 684 7
587 , 087 [
............ () S i 161 1,029 4,501 3
Oklshoma) 1 859 , 383 13 1
Kanzas). 1 644 , 914 4
7 7| 80710 | 425D 52 5! 1 1 s 1
[See (c) belaw). .. 1 545 | 3,163 57
(See (c) below)_ 6 2 2,431 | 14,866 112 1
- (Se8 (c) balow). 2 B} 1235 810 228 1 [ 3 IS
- (Sew (c) below)_ 3 3 1,858 | 16, 442 185 31 1 1 4 1
8 18 | 7,068 [ 43,800 m 24 1 7 4
3 281 1204 , 625 5 1 [ PR
- 10 2 1,921 | 11,037 3 3
19 4] 2,544 | 13,077 58 35 1 4 4
mebuuh .............. 1 1,254 , 991 10
Richmaond. 5 1 812 , 166 184
Wilmington 130 664 4
Westsrn veglen. 18 ne ! 7,88 | 6,08 2 0 1 1 B 7
{Alasks) 42 216
loise Idsto). 238 946 1
#lens Montana). 264 994 1
“ 984 2
98 | 2,619 | 21,732 2 2 1 2
46 283 1
1 596 | 3,527 7
Reno 142 518 1
Saft Lllu Lity 1 283 | 1,505 2 2
San Francisco 3% | 1,871 § 15,350 17 n 1 1
eattle 1 2 1,036 | 4,997 3 5
Totals for States not shown sbove
12 134 | 4,49 | 37,082 45 41 1 1 4 [
8 3,155 | 15,804 59 21 1
17 6,070 | 42,579 592 59 1 1 8 1
13 L 15,012 5 27 3 [Raa—— | RR—
20 3,798 | 19,068 68 43 1 4 4
2 2,948 | 14,156 3 5
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Table 14.—Number of occupational tax stamps issued, covering fiscal year 1964, or portion thereof, by class of tox and by
intemal revenue regions, districts, and States—Continve

A Natlonal Firearms Act Coln-operated devices, billlard,
pool, and bowling aliey premises
Adul-
terated,
internal revenua reglons, districts, and States Manufacturers or Dealers, Billiard or process or
mporters Pawn- | other than pool mo Gaming | renovated Wliﬂﬂﬂl.
(States represented by single districts Indicated in brokers, pawn- Dealers, ) and b davice butter, 50
other atbottom Class 3, 1 brokers, | Class 5, | in premises, | and fill
of table) Class I, | Class 2, $300 Class & 310 premises, :250 per' | cheess
3500 325 $200 $20 per device
@) | 6o @5 36) @an “n @y “2)
United States, tetal 1 s 2 ® 4| so,320 | 73| 2300 5 7,488
Southeast reglon. 2 23 3,039 | 24,128 5,198 1 43
Atlanta_.. (Georgia). 3 584 , 524 581
fmmmn 3. ,970 1
Cotumbla.. South Carofina). 413 , 468 1,613
{North Carolina), 8 155 41
{ 2 294 , 888 885
glovldl). 2 7 758 , 037 18
ashville. . 6 , 084 2,029 1
5t reglon e 5 s 1, 12, 3 w
sta, Maine) 1 3 217 1,418
ston 1 736, 4,671 67
fermont) 100
lastford G 3 2 646 3,38
New D! ) 163 330 2
Providence. ... ... Rhods island). i 1 1
3 1n | 23| w2 3 n
outh Dakots). 336
oo (b) below). H 2,268 1 B
lowa) 1,616
orth Dakots). . 376
isconsin). i 2 3,38 | 1 i
) 1 m
tLovls. ... Missouri). 1 2 1 1,402
. Paul. Minnesota)_ 1 )
nprln|ﬁold ........... See (b) below). 1 1,291 2
roy! 3 2 s 2| 1,050 u L
3 766 10 4
1 7 2,569 1 1 154
2 2 2 2 5,284 2 77
1 7 1,005 543
Kentucky). 2 699 1m
West Virginia). 1 527 1 269
2 2 17 5208 | 8 ) C
jew Mexico). 2 146 6
1 - 1,49 16 125
138 105
2 % 9
- 1 366 2 123
Loulsiana) 9 544 425
Oklshoma). i 4 469 100
Kansas)_ 1 953 41
2 1 3 1 2| B 2
ee () below). 1 1 303 13
Ses (c} betow). 1 452 3
See (c) below). 1 1,104 45
(See (c) beiow, 7 1 ag 2
- 2 1 u 13 9,289 49, %
(eryltnd &nd D.C.). 1 ? 3 Ll 7.4 ]
3 2,10 10,075 1
1 4 , 756 17,13 72
1 1 4 1,382 8, 261
1 H 4 900 4L 3
60 40
Western 1] 1 3 10 4,672 38,708 $ l.m
258 1,609 1 3
Mnnnnn 203 2, 51
Hawsii). 1% 1, 3
Sn (li b-low) ......... 4 | I RN 15 1 1,402 8, 4 1
1 1 265 2, 15
Ornnn\ 5 516 3, 22
anﬂl\ 1 78 1 124
below). ! ] 55% llll' sﬁ
1] l) elow, 3
iwnsh ington). 2 587 4, 2,096
Totals for States not shown above
Caiifornia............| 4 1 15 H 2,296 | 18,783 4 22
b) Itiinols. 6 3,559 22,076 485 2 166
c) New York. 2 1 13 1 2,178 23,033 63
Ohio 1 10 3,335 17,281 820 1 185
() 1 2 L} 4,138 26, 1,339 3
1) Texas. H 1 2,081 12, 28 1% 134
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Table 15.—Appeliate Division ipts and di

ORT o

A, Progress of work

STATISTICAL TABLES

of d incame, profits, estate, and gift tax cases prior to issuance
of statutory notice of deficiency (pre-90-day cases)

Amount stated in revenue agent’s report {thousand d&llm)

Status Kumber of cases K
Deficlency in tax Ponalty Overassessment
w @ (6] [}

Pending July 1 12,653 836, 261 42,048 158,471
Received 21,49 844,744 25,351 128,265
Disposed of, totat. 18,616 556,912 29,554 92,444
By 14,189 415,071 19,279 85,799
Unagreed overassessments lnd claim ultdlon; .............................. 459 4 5,123

By issuance of statutory to 90-day status. 3,968 181,719 10, 251 1,522
Pending June 30.- 15,531 1,084,093 31,845 192,202

B. Results obtained in dispositions

Appellate determination (thousand dollars)

Method Number of cases
Deficiency in tax Penalty Overassessment
m @ (&) (O]
Oisposed of, total 18,616 328,100 14,354 95,483
4,189 141,555 6,681 90,454
umuuﬂ overassessments end claim rejections__._._.__ 459 45 3 956
By tssuance of statutory notice—transierred to 0-day status 3,968

186,500 1,670 1,002

Table 16.—Appellate Divisian receipts and diy)
notices of J”ﬁ

A. Progress of work

ition of protested income, profits, mote and gifttax cases in which statutory
eficiency were outstanding (90-day cases)

Amount stated in statutory notice (thousand dollars)

Statug Nutber of cases
Deficiency in tax Penaity Overassessment
(O] @ ()] “w
Pundml July 1 1,159 52,170 4,366 266
Received, tota! 43 24,213 8,016 982
Statutory notices issued by Appellats Division 1_ 3,785 185,998 7,679 968
Statutory notices issusd by district directors a 5§92 27,215 337 T 18
Dispossd of, tota) 4,148 194,934 9,538 m
!y 953 41,299 297 148
taxpayer defsult 1,165 26,545 1,618 196
By patition to the Tax Court. to docksted status 2,028 127 050 7,562 628
Pending June 30. 1,390 71,449 2,844 m

1 Difterence from table 15—transterrad to 90-dsy status—is caused by cases being combinad or split for the purpose of issuing the statutory notice, cases in transit, ete.

B. Results obtained in dispositions

Appallate determination (thousand dollars)

Method Number of cases
Dsficiency in tax Pemalty Overassessment
m @ @ (O]
Disposed of, total 4,148 184,835 9,472 1,021
953 31,200 231 1%
BY taxpaysr datiult,. 1,165 26, 545 1,679 196
By petition 1o the Tax Court 1o docketad status, 2,028 127,090 7,562
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Table 17.—Appeilate Division ipts and di it

Court (docketed cases)
A, Progress of work

STATISTICAL TABLES

of income, profits, estate, and glft tax cases petitioned to the Tax

S
X Amount petitioned (thousand dollars)
Number of cases
Status
Deficiency in tax Panaity Ovarassessmant
[¢}] @ @ (O]

Pending July 1 8,631 852,047 94, 681 9,384
Recsived, total 5,614 378,420 29,366 1,115

Petitions filed in response to—
District directors’ statutory notices. 3,767 254,429 2,274 457
Appellate Division’s statutory netices 1_______ 7711 CZTTTTT T 1,847 124,991 7,002 658
Dispased of, total 6,265 487,159 23,339 8,394
By stipulated 5,002 386,722 22,889 2,848
By dismissal by the Tax Court o uxnay" detault. .. ..o 328 5,183 626 2
Tried betora the Tax Court on the merits. 935 95,254 4,824 5.543
Pending June 30. 7,980 844,308 95,708 2,105

1 Dmu:cnct from table 16—transterred to docketed status—is caused by excluding district directors’ statutory notices considered by Appeliate in 90-day status, cases

in transit,

B. Results obtained in dispositions

Number of cases

Appeliate determination (thousand doflars)

Method
Deficlency in tax Penalty Overassessment
(O] @ @ “
Disposed of, total 6,265 194,078 11,682 16,488
By stipulated 5,002 95,221 6,441 10,943
By dismissal by the Tax Court or mnlyu d-nul 328 3,587 a7 2
Tried bafore the Tax Court on the merlts 835 95,254 4,824 5,543

1 Represents amounts petitioned. Resuits as to decisions rendered by Tax Court during the year are shown in table 19,

Table 18.—Office of Chief Counsel—Processing of income, profits, estate, and glift tax cases in the Tax Court

Amount in dispute (thousand dollars)

Number of cases Deficiancy
Status.
Tax Ponalty
m @ (0] (0]
Pending July 2 9,948 829,489 96,930 141,421
Filed o reopensd. 5,690 377,228 30, 894 22,236
Disposed of t 6,160 357,400 24,959 84,658
Pending June 30, 9,478 849, 316 102, 866 79, 000

1 For analysis of disposals, ses tabie 19,

Table 19.—Office of Chief Counsel—Results obtained in income, profits, estate, and gift tax cases disposed of in the Tax Court

Amount in dispute Amount 2pproved Percent saved or recoversd
Number
Basis of closing Deficisncy Qvar- Deficiancy Over- Deficiency Over-
and penaity paymant #nd penalty paymaent and penaity payment
(04 @ @ (e} [OF ®) ()]
(thousand dollars)

Total 6,160 * 382,358 84,658 132,671 8,581 89.9
Dismissed. M5 2,847 4 2,642 (&) 92.8 83.0
Decision on marits. 867 47,714 7,659 24,844 1,200 521 84.3

4,947 31,7199 76,995 105,184 7,318 3L7 90.4
*Less than $500.
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Table 20.—Office of Chief Counsel—Receipt and disposal of Tax Court cases in courts of appeals and in Supreme Cour

In courts of 2ppeals in Suprems Court
Py
Amountin dispute Amount approved Amount in dispute Amount approved
(thausand doliars) (thousand dollars) (thousand doliars) (thousand gollars)
Status Number Number d
of cases of cages B
Deficiency | Over- | Deficiency | Over- Deficiency | Over- | Deficiency,| *. Over-
and payment and payment and payment and ,| payment
penaity penalty penalty penaity
M @ @ “ ) ®) o ® ® [¢Y]
Pending July 1, total ... ... ... 593 3,718 738 3 496
Appealed by Commissiones 155 3,174 3 -
Appeated by taxpayers. 411 20,588 205 3 496
Appsaled by both.. 27 7,856 530
Appesled, total.....eoeoeac el 349 38,375 142 [ 138 *)
By 73 6,832 23 6 138 )
By taxpayers. n 23,809 18
By both 6 7,135 3
Disposed of, total. 512 26,222 596 16,130 20 3 4% 496 |..
Favorabla to Commissioner. 223 15,445 519 15,353 9 3 496 4%
Flvoublo to taxpayers 92 6,14 75 12
Modified. ... 27 1,660 612
l“l-d 5 4 165
ismissed 165 2,481
Pending Juna 30, tote). . ..oooeeenei 430 4,872 83 6 138
Appeaied by Commissioner 54 6, 505 22 6 138
Appeaied by taxpayer: 364 25,423 252
Appealed by both. 1 7,944 9
*Lass than $500.

Table 21.—Office of Chief Counnl—thng' and ‘di:posal of wi;: fled by taxpayers in Federal courts and actions by the United
tates for recovery of emoneous refun

Refund sults (other than
alcohol, tobacco, and-fire- | Perpetuation
arms lun) of testimony Erronepus.
Total and damage refunds
Status actions
Courtof District
Claims. courts
() @ (6] (O] (6
Pending July 1;
Cases, numb 3,249 m 2,747 7 24
AmonM indispute. .. thousand dollars 401, 809 233,108 167,262 12 1,7
1,514 152 1,342 10 10
D An;gnn! in dispute_ 126, 505 61,587 84,400 33 435
8
c NUMb 1,618 160 1,437 11 10
Ref Aan:dunl In dispute. thousand doltars. . 137 033 77,736 59,087 210
eful
thousand doflars. . 45, 058 22,628 22,429
Ptmnl n! nmount disposed of. 32.88 2611 3.9
Ponaln‘ J
number._ 3, 145 483 2,652 & 24
Amuunl in dispute. . thousand dollers. .. 391,281 216,959 172,575 45 1,702

1 The number of cexes disposed of does rot agree with tha number of cases in which decisions were rendered b‘y
3, an

stipulation, dlsmlul
mant, 15 against the
me

ernment, and 7 parily for and partly agsinst the Government,

96

nd time required for retrial, recomputation of tax, etc. In the Court of Claims, the number of

these courts during the year, due to settiement by

decisions was 36, of which 1.

© G In the district courts 452 decisions wera rendered, of which 22
, 180 against the Govommenl and 45 partly for and partly agsinst the Government.

4 were for the Govern-
7 were for the Govern-

For dscisions by the courts of appeais and Supreme Court, see table 22.
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Table 22.—Office of Chief Counsel—Decisions of courts of
appeals and Supreme Court in civil tax cases

Table 25.—O#fice of Chief C |—Racelpt and di 1
of miscellanecus court cases, lien cases not in court, non-

court collection litigation cases, and appeal cases
For th Against P‘dmyr':l'
of the ainst |and partly Miscel. Llen Noncourt
Total | Govern- e against Totel | Jansous | cases | collection | Appeal
Court ment { Govern. | the Status . court | notin Flitigation | casess
ment Govemn- cases ! court? 1
ment
2] 3
m @ ® @ m @ o “ )
1,283 293 1o 705 175
Totsl 524 Mg 133 ) 6,614 78| 2,183 3383 283
By courts of appeals, total.. 520 34 133 N Total.....ceneen 7,897 1072 2,283 4,088 464
) Disposed of.. 6,617 728 2,187 3,418 287
n 251 93 28 X ' '
T e H 03 © H Pending June 30.. 1,280 u7 106 650 m
By Suprema Court, total___..__.! 4 4 1 Includes suits tor toraclosurs by mortgagees or other muud creditors, and
. . xults 1o guiet title to which the United snm lx mudu o part)
Originally tried in— Pvlmnny applications for discharge of r y trom tax liens.

Tax Coust Primarlly memorendums on collection llnllun matters from rulnnll counsel

District courts. 3 3 to dl:mcl dlmluu which are not ralated to court proceedings ar lien
Count of Claims. 1 1 . Incluﬂes cases in Federal and State eppellate courts ralating to insolvency end
debtol fien cases in court, and collection, summons, and injunction

cases.

Nots.—Except for Supreme Court cases, the cases covered by tables 24 and 25
sre not included.

chlc !3 —Oﬂlcc of Chief Caumtl—R;cclp' and disposal

Note—Includes cases handied et nstiona! and regianal levels.

Table 26.—OFffice of Chief Counsel—Caseload report

cases
Pending | Receipts | Disposals | Pendin
Status. Number of cases Activity July June
(1] @ ® (O]
Pending fuly 1 ;ﬁ;
Received W Totol.e v 2au| 2,69 | 6| 2,305
Tou! 351 102 25 144 203
Disposed of. 1,808
Plnpﬂlng June 30, 1,704 463 4,882 4,770 575
92 1,116 1,069 139
Note.—This Ildm' |Incl:ltlas elues hnlnﬂcdl at n;lioml and nllnml Ic'v,-ls“w‘hlth a 3,766 3,701 438
der consideration for sult or are in suit uv . oes
a0t includs clsulelntlnloto atcohol tobacco, lmi firesrms h to insolvency Collection Litigation.. 4,829 | 12,103 | 11,878 5,04

and d-'bt% pmutdlnn (tabie 24), or appes) and other cases whlch are included
in t

Table 24. —Ofﬁce of Chief Coumcl—-RcchP' and disposal

y and debtor p

Banknuptey

Reorgani- and Miscallaneous
Status Total |* natien Receivership| insolvency '

(0] @ (&) “w
2,079 1,170 484 425
3,328 1,608 1,210 s12
5,407 2,776 1,694 937
Disposed of.__ 3,337 1,132 1,095 510
Pending June 30. 2,070 1,044 599 a7

1 Pmudmn mmluud under the following section or chapters ol lh- Bank~
ruptey As 77 (nailroad recrganizations) and chs, X (Corpo: gani-
zations), XI Snm m-nu 23 to unsecured indebtedness), XI) (ml pmnmy

arrangements, wage ers’ plans), which invclve tax claims snd
other rights and mmuu ol iho United States.
1 \nn liquidation procesdings and Federal or State recsivership pro-

con mn w nvulvn tax claims nH a Unmd

 Proc: s relating to corporal lutions, insotvent banks, assignments
for h'bonlm of creditors, or ldmmmnllon of estates of decedents, which invalve
laims of the United States.

Noto.—Includes cases handled #t national and ragional lavels.

5§95 26?7 1,15 306
4,234 11,236 10,722 4,748

2,956 1,433 2,%5 2,104

National Office
Floid. .

80 26 92 74
2,876 1,407 2,28 2,030

Interpratative Division. ......... 202 761 55 208
Joint Committes Division....._.._ 89 592 518 102
Refund Litigation Division.. 3,249 1,514 1,618 3,145
Tax Court !, N 10,54 6,047 6,677 9,914

Rl e od| s8] | W8

1 Nondockated cases not inciuded.
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Table 27.—Obligations incurred by the intemal Revenue Service
[in thousands of doltars)

Personnel
Total compansation Travel
Internal revenue office, district, o region and benefits
() @ (e}
A, National Office and regional totals (including district directors’ offices and service
centars)
Total Internal Revenue Service ! 549,692 479,055 17,2712
ational Office. 64,109 34,820 2,118
Southeast region 54,309 48,575 2,20
Northeast region 32,493 29,483 764
lidwest region 71,069 65, 069 2,155
Centra) region , 462 55,923 .
region 9,771 44,757 2,141
New York region. 60,014 3 818
Mid-Atlantic region. 67,357 62,716 1,599
Western n. 71,084 64,212 2,287
egional counse!, , 802 7,287 164
Regional inspection 6,695 , 654 866
ce of i , 528 4,21 226
B. Rnlo?ll ():nmminionm' offices (exciuding district directors’ offices and service
ntel
, 670 7,927 508
, 908 3,508 125
re| , 979 6,041 u7
ﬁwul region}, , 830 1,584 168
entral region. , 943 8,836 333
Southwest reglon , 992 4,356 214
ha thwaest fegion). £5 212 25
w York region 6,664 6,131 115
Mld Atlantic region. 9,991 8,713 316
Westarn region. 7,441 X 275
C. Regional costs undistributed
outheast region. 289 288
141 141
184 a4
Central region 236 238
§ Tegion 278 253
New York region 125 125
Mid-Atlantic region 177 177
Western region 460 kg
D. District directors’ offices and service centers
Southeast:
Atlanta 5,431 210 7
i 3,792 16 2
lumbia. 2,612 108 1
5,951 255 “
Jackson. 2,215 114 1!
,108 410 9t
ashvilie. 4,848 176 7
N hamblee Sarvica Conter 6,621 17 L]
ortheast:
uusa it W &
Boston. 3
N 849 38
Hartford 3 5,870 128 3
ortsmouth.. 1,181 37 1
Py 1,980 2 2]
Lawrence Service Center 3,91 7 7.
Midwest:
Aberdeen. 51
‘Chicago 2z 281
Des Molnes 1 64
fargo.
w1
maha . .
208 54 5
t. Louls. Zg; 15 ZZ
Kansas C|
u _.‘y 174 18 7
Kansas City Service Center 19 41 3
Central:
incinnati , 945 1 11
leveland 10,919 Z 90
etroit. 13,722 33 11
i , 240 2 7
ulsville. 2414 1 4
2,713 I 2!
Clncinnatl Service Center_ 1,135 1

Ses footnotas st end of table.
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Table 27.—Obligations incurred by the Intemat Revenue Service—Continued
[1n thousands of doltars]

® Personnel
. Total compensation Travel Equipment Other
Internal revenus office, district, of region and benefits
w @ (] L) (O]
D. District directors’ offices and service centers—Continued
Southwest:
, 973 1,797 87 4
Austin , 474 8N 366 132 267
Cheyanm L 044 9 65
, 354 8,614 iz 155 2
Denv , 167 3,819 116 115 1
Little Rock . 739 2,437 168 39
New Orleans_ , 331 4,934 134 112 1
Okizhoma City. , 357 4,064 153 30 1
Wichita , 319 3,895 148 33 2
Austin Service Center_ . 959 40 245 252
New York:
llhln{_ , 617 3,400 18 1

rooklyn. 15,133 14,145 131 422 A

uffalo , 938 6,531 166 29 2

Tacuse. 792 1,71 43
Manhattan 25,625 24,319 139 ug 7

werto Rico._ . 119 3 (&)
Mid-Atlantic:
Baltimore. , 814 , 433 13 2 2l
den , 946 . 865 49 32
ewark. 12, 385 11,830 162 9 28;
12,745 12,239 228 2! 254
Pittsburgh . . , 297 849 155 12 1
cranton. .353 . 299 30 |..
Richmond , 871 , 450 258 1
Wilmington .531 . 468 29 1
P Service Center , 266 , 572 45 25 A
Western;
824 715 87
. 543 , 407 66 I
,877 , 510 9 Z
,613 , 523 39 1
20, 836 19,602 467 9; 7.
, 807 , 604 90 2
112 , 859 14 2 1
1,747 , 497 123 2 1
ity , 832 ,688 47 1
an Funclsm 14,610 13,31 ] 43 A8’
nat » 094 , 695 181 1 202
an Fun:l:cn Regional Trllnlng Center. 73 51 (¥ 12

gden Service Center . - 5,35% 4,0% 2 2] 1,248
tIncludes $1,210,551 financed from reimbursements,
3Does not include $1,493,440 rental transfer to General Services Administration.

“Less than $500.
Table 28.—Obligations incurred by Intemal Revenve Service, by activity
(In thousands of doilars)
Personnel compensation
Total and bensfits Other
Activity
1954 1963 1964 1963 1964 1383
Total 549, 692 500, 804 479,085 440, 542 70,637 60, 262
Revenue sceounting and returns processing:

Total 141,664 123,086 110,824 100,008 30,840 2,078
Districts’ manual 84,176 83,210 71,570 70,899 12,606 12,31
Service center 45,205 31,304 29,823 22,406 16, 382 8,898

ting. , 628 4,320 3, 3,25 728 1,064

Internal audit and security. , 513 2,299 2,929 1,882 417
Executive direction L 142 1,953 2,602 1,565 540 388

Snwlr? and maintaining compliance with tax laws:

otal 408,028 3amns 368,231 340,534 39,797 37,184
Audit of tax returns__ 202,363 184, 867 187,086 171,429 15,217 13,438
Collection of delinquent accounts and securing delinquent returns.____________| 93, 86,387 83,379 10, 202 9,53%
Tax traud and special 29,297 26,577 25, 22,81% 4,232 3,762
Aleohol and tobacco tax Ie[urltnry work. . 33,428 32,139 27,691 26,385 5737 5,744
Taxpayer conferences and e 18,4 17,101 17,389 18,087 1,075 1,014
Rulings, technical pllnmn(, -nd :peclll technical services__ , 590 7,836 7,803 7,085 751
Legal 13,199 12,713 12,250 11,678 9 1,038
Internal audit and security. , 807 $,451 4,008 , 466 798 985
Executive direction. N 4, 3, 3,731 n 916

~—1963 amounts shows fude $398,000 earned reimbursements and
4151, 000 for the Director of Practice. They do not include appropristion transfer
1o GSA for rent of space amounting to $930,000. 1964 amounts shown include

$1,211.000 earned reimburssments. They do not include appropriation transter
to GSA for rent of space amounting to $2,433,000.
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1
1
[“ Table 29.—Quantity and cost statistics for printing
l | 1964 1963
h
¥ .
) Quantity (thousands) Cost Quantity (thousands)
) . Class of work (thousand Cost
P dollars) (thousand
. 1 itemsorsots| Packages ltemsorsets| Packages follars)
] () @ (O] (O] * L ®
Total. 9,654 8,850
major payer, total ... . 441,439 79,921 1,258 411,597 69,918 1,208
Package 1 (Form 1040 and 16 pages). 55,136 18,379 255 50, 145 16,715 213
Pachage 2 (Form 1040, 8,D, 1040ES, 28 pages)...... | 148, 442 18,555 410 136,320 17,040 400
Package 3 (Form 1040, Scha: B, C, D, 1040ES, end instructions—d40 pages). 67,539 , 144 200 72,726 7,066 257
Package & (Form 1040, Sche 6.0, F. 1040£S, and Instructions—40 pages) | 33,049 , 004 104 31,625 2,815 102
Package 5 (Form 1065, Sched nd Instructions—16 pages). - 5,358 1,072 18 5,180 1,036 15
Package 6 (Form 1120, Schedul d 24 pages) 512 1,225 29 5,625 1,125 28
Package 7 (Form 10404, instructions, and return enveippe’ 54,124 27,062 132 40, 000 20, 000 95
Employment tax packsge—Pub. 393 (Forms-7018, 941a,
21328 pages) 71,668 4,480 10 64,976 4,061 0
Other tax returns, publi forms, and 1,510, 536 094 3,982
orms and 501,513 3,010 2,452
Field printing 113,079 415 358
Exclse tax stamps. 1,976,798 77 B0

100

A
Acts:
Revenue-—1964, 29
Self-employed Individual Tax
Retirement,
Tax Rate Extension—1964, 30
Adyvisory group, 56
Alcohol and tabacco tax:
Authorization of operations, 27
Chemical analysis and research, 28
Court decisions, 66, 67
Enforcement activity, 25
Establishments:
Inspection of, 28
Qualified, 28, 88
Label activity, 28, 89
Major violator program, 25
Mandatory preventive raw materials
program, 25
Regulations, 61
Seizures and arrests, 26
Supervision on-premises, 27
Statistics on, 7,74,81,82,88
Announcements, 63
Annual technical review institute, 50
Appeals:
Appellate Division, 17
Closing agreement cases, 19
Processing of, 18
Statistics on, 18,19,94,95
Appendix, 58
Assessments, additional. (See Taxes.)
Automatic data processing:
Austin Service Center, 12,51
Cincinnati Service Center, 12
Data Center, 13
Microfilm printer, 12, 38
Significant highlights, 12

Budget, administrative receipts, 9
Bulletin, Internal Revenue, 5,62
Business Master File, 12

C

Carryback allowanges, 13
Chief Counsel, Office of:
Analysis of cases flowing through, 23
Cases involving criminal prosecu-
tion, 20
Disposal of cases by, 31
ChicQPCounsel—chhnical Survey, 45
Civil liigation, 31
Claims. ~ (See specific item.)
Closing agreement cases, 5
Coliection litigation legal services, 24
Collections:
Alcohol taxes, 7,74,81,82,84,88
Corporation income taxes, 7,74,81,82,

s
Disabislizw and old-age insurance, 7,73,
s
Employment taxes, 7,73,81,82,

Estate and gift taxes, 7,74,81,82
Excise taxes, 7,74,81,82

Individual income taxes, 7,73,81,82
Old-agg:zand disability insurance, 7,73,

Other, 7,80,81,83,84
Railroad retirement, 7,73,81,82
Stamp taxcs, 74~76,80-83

INDEX

Collections—Continued

Statistics on, 7,73,81, 82,84

Tobacco taxes, 7,76,81, 82,88

Unemployment insurance, 7,73,81,82

Withholding taxes, 7,73,81,82
Commissioner:

Contest of suits, 64, 65

Summary and transmittal letter, iv
Commissioners of Internal Revenue, vii
Conventions, tax. (See Tax conven-

tions.)
Coordination and cooperation with

bureaus and agencies, 44
Corporation income taxes:

Additional assessments, 21,22

Cilaims for refund, 16

Collections, 7

Refunds of, 10,86

Returns:

Examined, 16
Filed, 11,87

Statistics on, 7,73, 81,82, 84
Court(s):

Circuit courts of appeals, 66

Of Claims, 31,97

Supreme, of the United States, 64, 65

The Tax, of the United States, 31

United States District, 31
Criminal prosccution:

Analysis of cases, 20

Cases, disposal of, 20

Results of, 20

Supreme Court decision in, 65,66
Current rescarch program, 39

D

Delinquent accounts:
Disposals, 22,23
Statistics on, 22,23

Delinquent returns and  delinquency

investigations:

Additional tax from, 19,20
Analysis of, 19,20
Statistics on, 22

Determination letters:
Employee bencfit plans, 4
Exempt organizations, 4,5
Pension trust plans, 4
Statistics on, ?

Disability insurance taxes:
Collections, 7
Refunds, 10

Disciplinary actions, 55

Disclosures, voluntary, 15

Dividends and interest, 39

Documentary stamp tax meter
system, 4 E

Economic census, 44

Enforcement activities:
Additional tax from, 21
Alcohol and tobacco tax enforce-

ment, 25,27
Appeals, 17
Claims disallowed, 17
Delinquent accounts, 22
Delinquent returns, 19
Examination program, 15
Firearms program, 26
Informants’ rewards, 25
Mathematical verification, 14
National Identity File, 14
Offers in compromise, 24
Tax fraud investigations, 20

Engineering institute, 50

Estate tax:

Additional assessinents, 22
Claims for refunds, 10
Collections, 7
Refunds‘of, 10
Returns:

Examined, 16

Filed, 11,87

Estimated tax, declarations of;
Corporation, 1
Individual, 11
Processed by service centers, 13

E nati dditional

from, 2}
Examination program:
Claims for refund, 17
Classification and selection of
returns, 15
Overassessments of tax, 17
Returns examined, number of, 16
Tax recommended, additional, 15,16
Excise taxcs:
Additional assessments, 22
Appellate Division processing of, 19
Collections, 7, 74, 81, 82, 84
Refunds of, 10
Returns filed, 11, 87
Exempt organizations, determination
letters on, 5 ¢

Facilitics management:

Property and supply management

program, 51

Records and paperwark, 52

Space, 50

Statistics on, 52 e
Federal-State cooperation 14, 25
File:

Business Master File, 12

Individual Master File, 12

National Identity File, 14
Field offices, reduction of, 45
Firearms program, 26
Fiscal management:

Employee benefit plans, d ination

Cost of

letters on, 5
Employment taxes:
Additional asscssments resulting from
cxamination, 16
Appellate Division processing of, 19
Claims for refunds, 17
Collections, 7, 73, 81, 82, 84
Refunds of, 10,86
Returns:
Examined, 16
Filed, 11, 87

Statistics on, 54, 98, 99
Foreign tax assistance staff, 33
Foreign tax officials, assistance to, 33, 48
Forms:
Cost of printing, 100
ew:

New:
2950SE, 60
2969, 60
2970, 60
2848, 60
2848-A, 60
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Forms—Continued
New—Continued
3625, 60
3626, 60
3650, 60
3651, 60
3672, 60
3673, 60
Tax return program, 3
Fraud investigations, tax, 20

G
Gasoline taxes:
Collections, 77, 81, 83
Refunds, 1
General Accounting Office Reports, 56
Gift taxes:
Additional assessments, 22
Claims for refunds, 17
Collections, 7, 74, 81, 82, 84
Refunds of, 10, 86
Returns filed, 11, 87

H
Honors, Regional Commissioner White,
s
i

Incentive awards programi, 48
Income tax(es):
Additional, from enforcement, 22
All returns, 7, 73, 81, 82, 84
Corporation, 7, 73, 81, 82, 84
Individual, 7, 73, 81, 82, 84
Processing of protested cases, 18
Indictments, 21
Individual income taxes:
Additional assessments, 22
Appellate Division processing of, 20
Ciaims for refund, 17
Collections, 7, 73, 81, 82, 84
Mathematical verification of, 14
Refunds of, 10
Returns:
Classification and examination of, 15
Filed, 11, 87
Processed in service centers, 13
Individual Master File, 12
Informal conference procedure, 45
Informants:
Claims, disposcd of, 25
Rewards to, 25
Information returns, number received, 11
Institute, annual technical review, 50
Inspection activitics, 54
Internal audit, 54
Internal sccurity, 55
Investigations, 55
Statistics on, 55
Intelligence Division:
Statistics on, 20
Tax fraud investigations, 20
Interest allowed on refunds, 10
Interest equalization tax, 4
Internal technical development and
guidance, 50
International Opcrations:
Activities of, 33
Forcign posts of, 34
Income growth, statistics on, 35
Withheld taxes, 35

ANNUAL REPORT e INDEX
Investigations—Continued
Personnel,
Prosecutions recommended, 20
Statistics on, 20, 55
Tax fraud, 20
Wagering and coin-operated gaming
devices, 20

Joint Committee on Internal Revenue
Taxation, 19
Joint integrity program, 55

L

Laboratories:

Research, 28

Testing, 28
Legal activities, 31
Legislative activities, 29
Litigation, appeals and civil, results of, 31
Long-range planning, 36

M

Major management improvements, 44
Major violator program,
Mandatory grcvcntative raw materials
program,
Management activities, 44
Management improvement program, 44
Map of Internal Revenus region and
districts, xii
Mathematical verification:
Additional tax from, 14, 22
Statistics on, 14
Microfilm printer, 37, 38

N

National Computer Center, 54
National Identity File, 14
Non-ADP scrvice centers, 12
Nondiscrimination prograrn, 46

(o]

Obligations incurred, Internal Revenue
Service, 54, 98, 99

Occupational taxes:
Collections, 74, 75, 80, 81, 82
Number of stamps issued by class of

tax, 90-93

Returns filed, 11

Offers in compromise, 24

Officers, principal, Internal Revenue
Service, viii

Old-age insurance taxes:
Collections, 7, 73, 81, 82
Refundsof, 10, 86

Organizational planning, 37

Other collections, 7, 80, 81

Overasscssments, 17

Ovwerassessments reported 1o Joint Com-
mittee, 19

Overpayments offset prior to refund, 15

P

Pension trust plans, 4
Personnel:
Attitude surveys, 46
Carccr program, 47
X

Interpretation and ication of
tax laws to taxpayers, 2
Investigations:

relations, 46
Equal :mploymcm program, 47
Executive sclection program, 47
Incentive awards, 48

Delinquency, 19
Disciplinary actions, 55
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Investigations, 55

Personnel—Continucd

Management information by
computer, 47
Nondiscrimination program, 46
Occupational standards, 48
Performance evaluation guxdclmcs, 47
Recruitment, 46
Staffing and redeployment, 47
Statistics on, 46 W
Tax trainee program, 47 -
Utilization of manpower and control
of grade structure, 48

Planning activities, 36

Principal officers of the Internal
Revenue-Serviee, viii

Printer, microfilm, 37, 38

Programs:
Career, 47
Equal employment opportunity, 47
E. i lection and develog

47
Incentive awards, 48
Joint integrity, 55
Nondiscrimination, 46
Property and supply management, 51
Reports, 45
Rescarch, 39
Tax trainee, 47
Taxpayer assistance, 3
Tax7paycr compliance measurement,
3

Teaching taxes, 3
Protested cases, statistics on, 18, 19
Public information program:
Films, radio, and television, 3
Newsreleases, 2
Other, 2
Publications, taxpayer:
Alcohol and Tobacco, Summary
Statistics, 58
Cost or Other Basis of Assets, 59
Farmer’s Tax Guide, 59
Foreign Tax Credit for U.S. Citizens
and Resident Aliens, 59
Importance of Adcquatc Records and
a Guide to Information Available
for Preparing Federal Tax Returns,
59

Information Guides, 58

Motor Fuel Tax, 59

Objective of, 2

Rules for Deducting Travel, Enter-
tainment, and Gift Expenses, 59

Statistics of Income Releases, 68

Tax Guide for Small Business, 58

Tax Tips for Homeowners, 59

Taxpayer Assistance Documents, 60

Tobacco Tax Guide, 58

Teaching Taxes, 59

Your Federal Income Tax, 58

Puerto Rico, 88

Railroad retirement taxes:
Collections; 7, 73, 81, 82
Refunds of, 10
Returns filed, 11

Receipt and processing of returns, 11

Recruitment, 46

Refunds:

Claims for, 17
Excessive prepayments, 10
Statistics on, 10, 8

Regulations:

Alcohol and tobacco taxes, 61
Amended, 60
Excise tax, 61

Regulations—Continued
Hearings on, 4
New, 4
+_ Temporary, 61
Reorganizations:
Chief Counsel, 45
Realinement of ficld offices, 45
Reports, General Accounting Office, 56
Reports program, 45
Requests for tax rulings, analysis of, 4
Research program, 39
Resources utilization, 44
Returns filed:
Classification and selection of, 15
Examination of, 15,
Increase in, 15
Number examined, 16
Processed in service centers, 13
Projections, 36
Statistics on, 11, 87
Verification, 14
Revenue rulings and procedures:
Analysis of, 5
Published, 5, 62

]

Service centers, 12, 13
Short-range operational planning, 36
Sta;ra:p taxes, statistics of, 74, 76, 81, 83,

Statistical reporting, 39
Supervision of the alcohol and tobacco
industries, 27
Supreme Court decisions:
Civil cases, 64
Criminal cases, 65
Other court actions, 66
Survey, Chief Counsel—Technical, 45
Systems Development, 37

ANNUAL REPORT o
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INDEX

Tax briefs, 50
Tax conventions, 33
Tax Court, The. (Sce also Appeals.)
Disposal ‘of cases, 19, 96, 97
Tax laws, interpretation and communi-
cation of, 2
Tax({es):
Additional:
From delinquent returns secured, 22
From enforcement, 22
From examination, 16
Frzoén mathematical verification, 14,
From National Identity File, 22
Alcohol, 7, 74, 81, 82, 84, 88
Corporauon income and profits, 7, 73,
81, 82, 84
Dlsablhty insurance, 7, 73, 81, 82
Employment, 7, 73, 81, 82
Estate, 7 74, 81, 82
Excise, 7, 74, 81, 82
Gasoline and motor fuels, 77, 81, 82
Gift, 7, 74, 81, 82
Indlvxdual income, 7, 73, 81, 82
Old-age insurance, 7, 73, 81, 82
Other, 7, 80, 81, 83, 84
Railroad retirement, 7, 73, 81, 82
Stamp, 74-76, 80-83
Tobacco, 7, 76, 81, 82, 88
Unenmployment, 7, 73 81 82
Wuhholdmg, 7, 73
Taxpayer assistance program 3
Taxpayer compliance measurement
program, 37
Tax rulings:
Request for, 4
Statistics on, 5
Tax traince program, 47
Teaching taxes program, 3

Technical information releases, 62

Tobacco tax(cs):
Arrests, 26
Collection, 7, 76, 81, 82
Refunds of, 10
Results of cnmmal action, 21
Returns filed, 1
Scizures, 26
Statistics on, 7, 76. 81, 82, 84, 88
Tort claims,
Training:
ADP program management, 48
Experimental center, 49
Foreign tax assistance, 48
New techniques, 48
Revenue Act of 1964, 49
State tax assistance, 48
Treasury Decisions, 61
Treasury-Internal  Revenue
Committee on Statistics, 43

u
Unemployment insurance taxes:
Collections, 7, 73, 81,
Refunds of, 10
Returns filed, 11, 87
v

Verification, mathematical, result of,

Scrvice

Volu’mary disclosures, 15
w

Wagering tax cascs, results of criminal
action, 2

Wingcs, taxcs collected, 75, 81, 82

Withho;ding taxes, by employer, 7, 73,

Work flow in the Service and courts, 2
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